1949 15 CENTS 


ol 
OCTOBER 7, 


Ay Ne WS PREVIEW OF 
BUSINESS IN 1950 


| 


! 


4 World Report 


MAN a ohge 5 








GENERAL BRADLEY, CHAIRMAN, U.S. JOINT CHIEFS: 


What Armament Race 
Will Mean to U. S. 





THE 


Pa 


VT 


MOST BEAUTIFUL THING 


ON 


Ne 
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Completely New 
Bodies by Fisher 


Lowest Priced Car with GM 
Hydra-Matic Drive 


Pontiac Famous Improved 
Straight Eight and Six 
Cylinder Engines 
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MOTOR DIVISION of 


Any way you look at it, there’s an 
unmistakable stamp of distinction about 
the new Pontiac. It’s a beauty from the 
front and it’s a beauty from the rear—it 
has a personality all its own. 


Whether you see the “Silver Streak” in 
city traffic—notice it ahead of you on 
the highway—or look at its smart 
silhouette as it’s parked at the curb— 
you know immediately that it’s a 
Pontiac, and that a Pontiac is always 
something very special among automobiles. 


GENERAL 


Once you have driven a Pontiac you’ll 
know that its performance is equally 
unmistakable — you’ll marvel at its spar- 
kling alertness, its smooth, effortless 
power. And, as the miles unfold, you’ll 
appreciate Pontiac’s comfort, its depend- 
ability and the driving convenience of 
GM Hydra-Matic Drive.* 

And best of all, these things are yours ina 
Pontiac at a price just above the very lowest. 
Your Pontiac dealer would like nothing 


better than to give you the whole story. 
*Optional on all models at additional cost. 
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In 1948, the world’s oldest manufactur- 
ing industry spent over five hundred 
million dollars on plant improvements, 
new machinery and research. 


Revolutionary textiles now appearing 
on the market possess qualities which 
men have sought for centuries. Their 
rich, enduring beauty would astonish 
even the patient craftsmen of ancient 
Persia. According to man’s needs, fabrics 
are at his command which are resistant 
to water, flame, moths, stains, mildew, shrink- 
age, fading, abrasion, wrinkling, stretching. 

These better textiles were born of re- 
search — research by mills and groups 
of mills, by.chemical and machinery sup- 
pliers, by private groups and univer- 
sities. And still.the work goes on. 

Scientists are exploring the use of ultra- 
sonic vibration baths to clean and dye 
fabrics with greater efficiency . . . probing 
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“Vision 1s Indispensable to Progress’ 


, pe 


The big news in textiles 
—fabrics that laugh at sun, soil, water and flame 


the molecular structure of wool, cotton 
and synthetics to develop even better 
yarns at lower cost. 


New production developments include 
a machine that knits 500 rows, 14 feet 
wide, every 60 seconds—and continuous- 
process equipment that washes, bleaches 
and dyes cloth in one operation at a speed 
of 150 to 300 yards a minute! 

The dollars devoted to research and 


development by the textile industry join 
the stream of other dollars spent by our 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


industries to produce more and better 
things for more people—the traditional 
goal of American business. 

This is the open secret of America’s 
success—the fact that people gain more 
for themselves by providing more 
for others. 


The soundness of this principle— 
greater profit through greater service—is fully 
demonstrated by the vision and the 
accomplishments of modern American 
industry. 























News within the News___ 


. U.S. Pat 


QUANTITY OF A-BOMBS NO PROTECTION—Building more and bigger atom bombs 
isn't the answer to Russia's possession of the atom, in the opinion of Dr. R. E. 
Lapp, outstanding atomic scientist. In an interview with U.S. News & World 
Report Dr. Lapp discusses the theory and tactics of atomic weapons.......... P. 30 


WHY RUSSIA WILL NOT FIGHT BEFORE 1954—She cannot build a stockpile of atom 
bombs and get her communication lines ready within five years. That’s the opin- 
ion of an authority on Russia's military problems, Britain’s Lieut. Gen. Sir Giffard 


Martel, who was interviewed in London 


PREVIEW OF BUSINESS IN ‘50........ P.11 
Next year is to be a good one, in the 
opinion of the U.S. News & World Re- 
port economic analysts. They foresee a 
rise in production, incomes and employ- 
ment, with a mild decline in prices and 
corporate profits because of competition. 
Business economists, on the average, 
are somewhat optimistic. 


MONEYLESS MINERS BITTER.......... P.14 
Hard times have returned to the coal 
fields. On-the-ground survey shows grow- 
ing discontent among wageless, pension- 
less miners. Some oppose strikes, some 
distrust management of the welfare fund, 
which has suspended payments. 


BIG CITIES PLAN FOR ATOM.......... P. 18 
Your home city will change its appear- 
ance if plans laid for defense against the 
atom are carried through. Here is how 
it may look. 


BOOST FOR THE ARMY................ P. 20 
Second phase of the atomic age, which 
opened with announcement of Russia's 
atom threat, brings with it a need to 
change the basis of Western defenses. 
Formerly, the U.S. atom bomb was bal- 
anced against Russia’s vast land forces. 
Soviet armies soon will be supported by 
an atomic stockpile. This article shows 
what is ahead for U.S. armed forces 
and U.S. defense spending. 


BRITONS TO COURT MAIN ST....... Poze 
Businessmen in Britain are coming un- 
der heavy pressure to enter their goods 


in U.S. markets. It amounts to a major 
campaign to get British products rede- 
signed to suit American tastes, increase 
sales to 1 per cent of all U.S. trade. 


REPUBLICAN TACTICS, 1950.......... P. 24 
Republican politicians, hoping to regain 
control of the House of Representatives 
next year, find that history gives them 
an even chance to win in this off-year 
election. They are concentrating on 56 
districts that were lost by small margins 
in 1948, to give them the 47 additional 
seats they need. 


WHY FOOD ISN‘T CHEAPER.......... P. 26 
Small drops in the prices you pay for 
food haven't begun to reflect the big cut 
in prices received by farmers. Congress, 
again, is out to find why. 
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This Emblem Gives You 





— the ‘Buy Sign” for 
LONGEST, HEAVIEST CAR IN ITS 


FIELD, with WIDEST TREAD EXTR A VAL UES 


the big car in the low-price field 
giving more riding-comfort, more 
road-steadiness and more safety. 











at no extra cost! 











__| mg _ 
CHEVROLET 
BCHEVROLET f 





CERTI-SAFE HYDRAULIC BRAKES 

more outstanding than ever before Let the Chevrolet symbol guide 

with new Dubl-Life Rivetless brake x as if as ai 

Sininian ink lad wih Se fees: on tandh you to the extra values that mean 
so much to your driving satis- 


faction. See how you can enjoy 














fine-car styling . . . fine-car per- 
formance, comfort and safety... 
without paying a big-car price. 
See how you get extra values 
right down the line in the lowest 
priced line of all. Then choose 
Chevrolet for the most beautiful 
CENTER-POINT STEERING buy of all. 


giving maximum driving-ease F 
with minimum driver fatigue . .. and CHEVROLET MOTOR DIVISION, 
found elsewhere only on costlier cars. General Motors Corporation, 
| DETROIT 2, MICHIGAN 





























5-INCH WIDE-BASE WHEELS 
plus LOW-PRESSURE TIRES | 


|| the widest rims in the low-price field— 
i] plus extra low-pressure tires—for | 











VALVE-IN-HEAD ENGINE 


| 
the extra efficient power plant with 
the valve-in-head design that's setting 


greater stability and riding-comfort. 


the trend for the automotive industry. 





The Styleline De Luxe 4-Door Sedan 




















FISHER BODY 
STYLING AND COMFORT 
with smooth, graceful curves and 
new interior richness—exclusive to | 
Chevrolet among all low-priced cars. || 














CURVED WINDSHIELD 
with PANORAMIC VISIBILITY 
supplying all that extra vision which 
means extra safety in driving—an- 
other Chevrolet “exclusive” in its field. 

















FISHER UNISTEEL 

BODY CONSTRUCTION 

with stee/ welded to stee/ above, below 
and all around you for the highest de- 
gree of solidity, quietness and safety. 

















EXTRA ECONOMICAL TO OWN 
—OPERATE—MAINTAIN 

and traditionally worth more when 

you trade; for Chevrolet is America's 

most wanted motor car—new or used! 











Twelve thousand miles of new hard~ 
surfaced roads, extending one of the 
nation’s finest highway systems to 
hundreds of North Carolina’s rural 
communities, will smooth your way 
to still greater PROFIT ADVAN- 
TAGES in the South’s Number One 
Industrial State. 


At the command of industry, these 
roads will tap the great resources of 
North Carolina’s farms, forests, and 
streams ... the abundant labor re- 
serve of her rural population, second 
largest in America. From thousands 
of new plant sites manufactured 
products will quickly reach the rich 
urban markets of North Carolina and 
the prosperous Southeast—decentrali- 
zation without isolation! 


North Carolina’s “Go Forward” 
Program is setting a progressive pace 
for industries which locate here. A 
multi-million dollar deep-sea port ex- 
pansion program will soon provide the 
most modern facilities for coastal and 
world shipping. Electric power is in- 
creasing at a rate double the national 
average. State-sponsored studies of 
native resources and raw materials 
are constantly pointing the way to 
new opportunities. Plan now to give 
your business the increasing ad- 
vantages of a North Carolina location. 
Write to Div. MI-55, Dept. of Con- 
servation and Development, Raleigh, 
N. C. 


fle 


CONDITIONED BY NATURE 
FOR INDUSTRIAL PROFIT 







MOUNTAIN PIEOMONT COASTAL 








—__The March of the News 


HIS WAS BIG news, indeed! 

All over America last week end, men, 
women and children by the hundreds of 
thousands clustered about news tickers 
and hushed each other into silence be- 
fore radio loud-speakers. Old customers 
hunched forward to the edge of their 
bar-room stools and peered at flickering 
television screens. Business slowed down 
in many offices, dinner was late in many 
a home. This was news that millions of 
Americans could thrill to—a comforting 
combination in these unusual times. 

The United States was winding up 
another baseball season with a cat-and- 
dog fight in both major leagues. Few 
events could compete. 

In Wall Street, stock tickers made 
room in the grist of financial reports to 
carry the inning-by-inning scores. 














—Dowling in New York Herald Tritune 


"WHO’‘S WORKING THAT 
SPOTLIGHT UP THERE?’ 


The U.S. Senate, involved in debate 
about arms for Europe and_ Russia’s 
bomb, recessed a few hours so members 
could “take a breather.” By attractive 
coincidence, the recess came while news 
wires and radios were carrying accounts 
of a crucial game in Yankee Stadium. 

Events of tremendous importance pa- 
raded across the front pages: the atom 
bomb in Russia; strikes or threats of 
strikes in coal, steel, automobiles; the 
aftermath of a shake-up in world cur- 
rencies. But such things could wait. 

As it does about now every year, one 
big question on millions of American 
tongues replaced all others last week: 

“Hey, what’s the score?” 


RGUMENTS OVER AIR POWER VS. sea 
A power have been going on ever 
since the end of World War II. But some 
of the men most deeply involved had 
never seen an aircraft carrier at work. In 
that fact, Defense Secretary Louis John- 





son saw a chance to advance his so-called 
“psychological unification” of the armed 
forces. So, one day last week, the Secre- 
taries of Army, Navy and Air, and the 
top officers of all services, were taken out 
to sea to watch the big carrier Franklin 
D. Roosevelt go through her paces. 

It was a Navy show. Planes roared off 
the flight decks and shot back on to Jand- 
ings. Navy helicopters hung in the air 
near by. A blimp settled down on the 
carrier deck. It was quite a day. Some of 
the Navy talk was a bit puzzling to the 
landlubbers aboard, but nobody got sea- 
sick, When the demonstration was over, 
comments ranged from “most impressive” 
to “interesting”—depending a lot on how 
the person talking felt about the Navy. 
It remained to be seen whether this day 
at sea would change any official ideas 
about how best to defend the United 
States. 


-Day 1N Russta—the day the world 
learned that Soviet atoms explode, 
too—goaded the U.S. Congress with a 
feeling that something had to be done, 
and done fast. But a look around showed 
few things to do. Congress did all it 
could, for the moment: 

Within a week, it approved a plan to 
rearm Europe that some critics had been 
saying didn’t have a chance of passage 
this session. Efforts to reduce the bill’s 
size were forgotten. Congress voted a full 
$1,314,010,000 for overseas arms, and 
administrators said the first weapons 
would be on their way to Europe within 
weeks after President Truman approves 
the bill. 

Congress hurried. action on a_long- 
delayed bill setting aside $5,809,990,000 
for aid to Europe. This measure included 
finances for the second year of the Mar- 


shall Plan. 


o Lots of federal employes, last week 
eta like a good time to hit Con- 
gress for a raise. Members were in a 
mood to pass out pay hikes, although 
their ideas of who should get them didn’t 
always coincide with those of President 
Truman. 

Congress approved a Truman-backed 
increase for the armed services, and the 
House passed a pay raise for 885,000 
civil-service workers. Then the House 
went Mr. Truman one better and voted 
more money for 500,000 postal employes, 
even though the President was against 
it. Another pay bill, which Mr. Truman 
wanted urgently—a raise for his Cabinet 
and other top administrators—ran into 
trouble. 

The hitch: Some Senators frankly were 
against the idea of raising these salaries 
unless members of Congress got a similar 
raise of their own. 
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News photo of crowds watching television on Boston Common. 


Op LUA), WHAT MAKES TELEVISION 50 CLEAR? 


* Lots of things, Jackie! But mostly brains. The brains of men who know how to make electrons behave in 
tubes. Electrons are tiny particles of electricity. They’re boiled out of metal wires by heating units. Much 
the same way as an electric stove boils water. But if the heating unit isn’t right, everything goes wrong.” 





**The tube pron are smart, son. They 


make sure the heatin 


: units give off the 
right heat and last longer 


y coating 


them with a fine Norton refractory. 
Alundum 38900 grain, we call it. It’s 
so fine that ten grains end to end equal 
the thickness of a piece of paper. 





**So, you see, son, from 
: television tubes to re- 
frigerators, Norton Products help make 
all kinds of products better. That’s why 
the experienced heads and willing hands 
that make up the Norton team try alittle 
harder to make Norton products better.” 


**Alundum refractory grain is great stuff. 
Its melting point is 2015°C. That’s real 
hot! Made into corrugated baffle plates, 
it doubles the efficiency of enameling 
ovens. That’s why the surfaces of such 
things as refrigerators and electric stoves 
come so hard and smooth. 








Some people know Norton only as the 
world’s largest maker of grinding wheels 
and machines, aol But refractories 
in many sizes, shapes and materials are 
important Norton products, too. They’re 
used in kilns, furnaces and ovens when- 
ever industry wants to get the most out 
of high temperatures... safely.” 
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Fire Prevention Week, October 9th to 15th 





“WHY CAN’T I CARRY THE MATCHES, MOM?” 


Bf doe you're older, Peggy, you'll realize that matches 
and children don’t mix. Lots of bad fires every year 
are caused by parents forgetting that rule.” 

Take advantage of Fire Prevention Week—October 9-15— 
to eliminate, to the best of your ability, this and other 
causes of fires. You'll be doing an important service both 
to your community and your family. 

Be sure your heating system is clean and can’t overheat. . . 
have chimneys and flues inspected for defects . . . banish 
careless smoking habits . . . have defective electrical wiring 


replaced . . . don’t let rubbish accumulate. And carry ade- 
quate, full-standard fire and extended coverage insurance with 
a reliable company such as Hardware Mutuals. Our policy 
back of the policy makes your interests our first consideration. 


Phone Western Union 


Use this convenient “get acquainted” service. Simply call 
Western Union by number, ask for Operator 25, and say you'd 
like the name and address of your nearest Hardware Mutuals 
representative. You'll find him worth knowing! 


Casualty and Fire Insurance for your AUTOMOBILE...HOME...BUSINESS 


Hardware Mutuals 


REG. U.S. PAT. OFF. 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY + HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
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lomor le OW Washington, D. C. 


Pension fad is getting the country all tangled up, unbalanced, in a state of 
mind that suggests it may be at least a little fuzzy in its thinking. 
Union leaders are ready to tie up the country to get "free" pensions. 
States keep dishing up bigger and bigger "free" pensions. Congress now is to 
start wheeling into line its plans for more security for old people, disabled. 
Companies, States, the nation all are supposed to make sure, each with a 
separate system, that everybody at all times, if old, or sick, or disabled, is 
to have at least $100 a month cash income, come what may. 
It's all part of a developing craze for "Security." People want to relax, 
forget worries, look ahead to a lifetime of Security in a world that never was 
more insecure, with war threats, inflation, atom bombs, revolutionary pressures 
I abroad, money juggling, armament demands, budget troubles all pressing in. 











Just to give you an idea of what the shouting is all about: 
} Strikes are called to get "free" pensions from employers. Union leaders, 
striking or threatening strike, are pressing Congress at the same time to step up 
federal old-age insurance that isn't free. Workers, on January 1, take a 0.5 per 
cent wage cut to support Government insurance while asked to strike for the 
basic principle that workers shouldn't pay for social insurance. 

A strike, too, called to battle against paying for pensions, costs the 
worker in one month more than contributions would cost in 3 or 4 years. 

It all gets quite tangled. Actually, Franklin Roosevelt, who fathered the 
old-age-insurance idea for Government, was adamant in his insistence that any 
plan must include worker contributions to help assure against abuse. 





To show what is coming up in the way of Government insurance: 

Union goal is $100 a month in pension for a worker with 30 years’ service. 

U.S. plan, once Congress approves, calls for this: Single man to get an 
annuity at age 65, after 5 years' covered work, of $62 a month; after 10 years, 
of $63; after 20 years, of $66; after 30 years, of $72. Married man, after 5 





ade- 

vith years, to get $92; after 10 years, $94; after 20 years, $99; after 30 years, $108. 

slicy That's if average income was $200 a month, which now is about average. 

on. The cost: 1.5 per cent of income up to $3,600 for employer and worker 
Starting next January 1; 2 per cent each starting Jan. 1, 1952. 

To reach union goal of $100 a month for a single worker: Employer will need, 
call if Congress acts, to assure a pension of about $30 a month. The cost: On basis 
u’d of actuarial experience, about $120 a year, or 6 cents an hour in a 2,000-hour 
sale year. Many companies are offering that much as their contribution. ? 


Ford settlement is in that pattern. Cost to Ford will go down as the fed- 
eral system, with worker contributions, goes up. 


Miners' welfare fund is being held up as the horrible example. 

Promised benefit: $100 a month flat, no worker contribution. 

Financing: 5 cents a ton, then 10 cents, then 20 cents, now a demand for 40 
cents a ton of coal mined. Strike settlement sometime for 30 cents likely. 

Income: 150 million dollars in 3 years. Outgo: 136 million in 14 months. 


(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


Result: An empty treasury. No $100-a-month benefits. No real security. 
Busted promises. Future worker skepticism toward the whole setup. 

Needed for solvency: Collection of $400 a year per miner is estimated as the 
need to assure old-age pensions of $100 per month on retirement. Health and 
disability benefits, promised, would be on top of that. 

Read on page 14 how this setup has worked in practice. 








What U.S. is promising its people is this: 

Jobs will pay a minimum of 75 cents an hour. Wage rate of $1.50 an hour, 
or above, will be normal. Annual income of $3,000 per worker will be expected. 

Old_age will bring an assured $100 a month. Disabled can expect $100 a 
month. Unemployed will draw insurance benefits, get other help. 

A_ job with Government will start at rock bottom of $2,190 plus valuable re- 
tirement benefits; will permit advancement to $12,500 under civil service. 
Stenographers will get $2,680. Lawyer, engineer, economist can expect $5,000 as 
a typical salary. There'll be lots of $7,500 jobs, many $10,000. 

Join the Army and you can expect $1,582 base pay as a corporal after a few 
years. Add allowances and pension benefits, and cash value goes to $3,000. Get 
a@ commission, and pay plus benefits rises to $5,000 or more. 

Low-rent_ apartments will be assured for those with low incomes. Farmers 
can look forward to protected incomes. Farmers, too, are to be entitled to 
electricity, telephones, running water, improved dwellings, U.S. financed. 

The cost: Nobody really knows. Planners for Government figure that the 
things they want to do shouldn't cost more than 12 billions more per year than 
the present costs, at the end of another 10 years. 




















Now to look at the prospect for insecurity, which is bright. 

Atom, in Russia's hands, weakens U.S. position, relatively. Big bombers, 
as such, will tend gradually to cancel themselves out. Bombers from Russia can 
hurt U.S. just as much as bombers from U.S. can hurt Russia. 

Armies will take on more importance as bombers gradually take on less. 

Armament costs, high now, will stay high. Foreign-aid costs, high now, are 
likely to remain high. Armament aid, starting at 1.3 billion dollars, will tend 
to grow in the future, not to decline. Arms race really is starting. 

Atom defense, if undertaken, will be costly. City rebuilding, though, is 
unlikely. Decentralizing of industry, gradual, is to be speeded. Public-works 
money will begin to be channeled into projects designed for defense. 

Spending, as a result, is to hold high. Tax increases, forgotten, may now 
be revived for study again. Budget problems are to grow. 





























Strikes, once started, always end sooner or later. 

New, big strikes at this stage hurt everybody, help nobody. Strike gain, 
if any, won't be felt in worker pocketbooks. Strike losses will show up in the 
pocketbooks of everybody, in delay of price cuts, in some price rises. 

Costs of industry, under some control for a time, are being boosted once 
again. Labor efficiency, starting to rise, is interfered with. 

Strikes at this stage, if prolonged, can bring back some shortages, can re- 
vive inflation pressures. Strikes won't lead to depression or sharp further 
recession. They will be followed by expanded operations, temporarily. 








Auto-price cuts, if now made, are likely to be moderate. Cut prices in 
washing machines, some other appliances, are forced by competition. Cost of 
building a new house is less likely to come down much more. Building costs for 
the individual wanting a house remain almost prohibitive. Best buys in houses 
remain in those built before the war. 

Meat prices are edging down now. Clothing prices, as a whole, aren't to 
decline much if any more until after Christmas. Christmas trade is to be good. 
Imported goods are not to turn up at real bargain prices any time soon. 
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BURROUGHS HAS (T/ 


Modern, precision-built equipment that makes microfilm a 
more useful, more versatile business tool. Burroughs micro- 
filming is the answer to faster, more efficient reproduction of 
all kinds of documents for current use and for storage. 


BURROUGHS HAS (7/ 


Complete familiarity with office and accounting procedures 
... experienced counsel in helping business integrate micro- 
~~ filming into its systems to save time, space and money. 


BURROUGHS HAS (7/ 


A nationwide chain of conveniently-located processing 
centers where exposed microfilm is quickly developed and 
returned for immediate use . . . a nationwide mechanical 
service organization to insure lasting microfilming satis- 
faction through efficient maintenance of equipment. 


See for yourself how Burroughs microfilming equipment can 
save time, money and effort in your business. Give your 
local Burroughs man a call, or write— 
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The Important Names in Microfilm 


Precision-built microfilm equipment, 
developed and manufactured by Bell 


& Howell is distributed and serviced BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


exclusively by Burroughs. 


WHEREVER THERE’S BUSINESS THERE’S Burroughs 
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The Answer fo 35,000 
Problems a Day... 


Commuter service — to the tune of 35,000 single trips per day — has 
long posed a money-losing problem for The Central R. R. Company of 
New Jersey. In contrast to its freight operation with 65 separate inter- 
change connections with other railroads, the 250 daily passenger 
trains have not paid their way for many years. 


THAT’S WHY the decision to “‘dieselize’’ was a natural — 


THAT’S WHY fourteen of these 1500 hp. all-purpose Fairbanks- 
Morse locomotives have been purchased — 


AND THAT'S WHY losses on the Central's passenger service are 
being reduced — and commuters are enjoying the finest in clean, 
reliable transportation. Fairbanks, Morse & Co., Chicago 5, Ill. 


& FAIRBANKS-MORSE 


A name worth remembering 


DIESEL LOCOMOTIVES + DIESEL ENGINES « PUMPS + SCALES * MOTORS « GENERATORS 
STOKERS + RAILROAD MOTOR CARS ond STANDPIPES + FARM EQUIPMENT « MAGNETOS 
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PREVIEW OF BUSINESS IN 1950: 


HIGH OUTPUT, PAY AND JOBS 


Business weather forecast: 
moderately fair to good through 
mid-1950, with some chances of 
slight change, locally. 

Appraisers, checking all fac- 
iors, differ only on the degree of 
prosperity. Nobody sees a return 
to the boom-time peaks in every- 
thing. But nobody predicts a 
crushing slump. 

Business outlook is for good 
times by almost any standard. 


Big industry, big merchandisers, big 
financial institutions, as a group, re- 
main mildly pessimistic over the out- 
look for business in the first half of 
1950. Many advisers to private busi- 
ness think conditions will not be quite 
so good over the next nine months as 
they are now. 

Business opinion, however, is not uni- 
form. In a few large companies, ap- 
praisers of the outlook expect moderate 
improvement in the months ahead, not 
a decline. The economic staff of 
U.S. News & World Report is 
convinced that forces at work will 
result in a larger volume of busi- 
ness, not a decline. This staff fore- 
saw and forecast the recovery that 
has occurred in business since mid- 
vear. Its moderately optimistic view 
is shared by top economic advisers 
to the Government and by a minor- 
ity of business appraisers. 

Whichever view is correct, the 
outlook is for good times by any but 
boom standards. No depression is 
in sight. Profits are going to be 
good for well-run companies. Labor 
is not to gain new powers through 
legislation. Money supply is to re- 
main immense. Population will 
keep on rising. The usual factors 
for growth, which were held back 
during depression and war, are to 
press toward expansion. 

Economic advisers to the nation’s 
largest enterprises gave their esti- 
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mates for the period to mid-1950 as 
a guide to policy shapers in the Gov- 
ernment. On the average, their conclu- 
sion is that retarding forces will out- 
weigh the forces for expansion in the 
months ahead. Their appraisals tend to 
put more emphasis on spending plans of 
business firms, on labor uncertainties, on 
currency devaluation, less on consumer 
spending, Government spending and out- 
lays for housing. 

Appraisal by U.S. News & World Re- 
port gives more weight to forces that 
already have turned a business recession 
into definite, if mild, recovery. People 
continue to buy goods, over all, faster 
than they are being produced. Cash out- 
lays of Government are due to rise sharp- 
ly, adding to personal incomes and to 
business orders. Military spending is 
underwritten for a long time to come by 
atom-bomb developments. Private use of 
credit in building, already large, is to be 
encouraged further by federal policies. 
Business investment, lagging at the mo- 
ment, can be expected to revive when it 
becomes clear that demand for goods 
remains high. 

The chart gives a preview of what 
lies ahead for business, as seen by private 
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—Somerville in Denver Post 


‘ANY WAY TO KEEP IT THAT WAY?’ 


Experts Differ Only on Degree of Prosperity 













forecasters, with their views averaged, 
and as seen by our forecasters. The 
Government’s top appraisers are nearer 
in their forecasts to the estimates we make 
than to the average of private estimates. 

Output of industry is expected by pri- 
vate appraisers to be lower than in the 
latest month for which figures are avail- 
able. Their estimate puts production only 
a trifle above the low point reached last 
July. Our estimate looks for continued 
recovery to a level 79 per cent above the 
1935-39 average, close to that of the 
1949 first half. 

In appraising the production outlook, 
the U.S. News & World Report staff esti- 
mates that automobile output will hold 
close to current levels, that steel produc- 
tion will hold high, that output will rise 
for appliances and machinery, and that 
building-materials production will be at a 
high level. The recovery in the textile 
industry is expected to continue, with 
other soft-goods lines improving moder- 
ately. 

Personal-income estimates show the 
greatest variation. Business advisers an- 
ticipate a continued and fairly sharp de- 
cline in incomes. Our appraisers look for 
a recovery that will carry personal-income 
payments close to boom levels in 
the first half of 1950, assuring a 
strong demand for the products of 
industry. 

A large, though temporary, bulge 
in income payments is to come from 
the 2.8 billion dollars to be refunded 
to veterans on Government insur- 
ance policies. This is expected to 
be translated quickly into demand 
for goods, with a corresponding rise 
in production and trade. Higher 
incomes also are expected for wage 
and salary workers as a result of a 
modest increase in wage scales and 
more employment. Business pro- 
prietors and investors are expected 
to have income close to current 
levels. Farmers’ income, supported 
by the Government, is not expected 
to decline much further. 

Commodity prices are expected 
in both estimates to drop moder- 
ately in the months ahead. The 
wholesale price level is put at 147 
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per cent of the 1926 average for the first 
half of 1950 by our economic staff and 
at 146 per cent by business economists. 

With consumer demand showing few 
signs of declining, with Government 
spending on the increase, and with stock- 
piling likely to rise, prices for most indus- 
trial materials are expected to be firm. 
Farm commodities may drop a bit more 
in price as supplies increase, but Gov- 
ernment supports prevent further sharp 
declines. 

The downward drift in prices is ex- 
pected by U.S. News & World Report 
analysts to stimulate volume of buying. 

Employment is expected in our analy- 
sis to expand by 1.3 million workers to 
59.8 million in the first half of 1950. 
Business economists expect a decline to 
58.1 million civilian workers. 

The employment estimate of U.S. 
News & World Report stems from an ex- 
pected expansion in factory output, in 
trade volume, and in Government em- 
ployment, particularly in States and lo- 
calities. Construction is expected to hold 
close to present levels, and farmers are 
expected to hire more workers. There 
has been underemployment on farms. 

Unemployment, however, is not ex- 
pected to show any decline. Business 
economists expect an increase to a level 
above the 4.1 million unemployed in 
July. The reason why employment is ex- 
pected to expand without reducing un- 
employment is that the labor force is 
growing faster than industry and business 
are absorbing it. 

Corporation profits, before taxes, are 
expected to decline moderately, despite 
the increase foreseen in production, trade 
and employment. Increasing competition 
in a buyers’ market is the major reason 
for this expectation. Sellers are shaving 
profit margins to maintain volume and are 
able to bring operating costs down only 
slightly. Also, with moderately declining 
prices, no inventory profits show up on 
corporate books. 

The major drag on expanding business 
activity is the expected decline in busi- 
ness investment in new plant and equip- 
ment. Official surveys indicate that busi- 
ness investment will drop substantially 
late this year. But this is the only im- 
portant business factor that does threaten 
to shrink. 

Government spending during the first 
half of 1950 is to hit a record peacetime 
level. It will extend from the Federal 
Government to States, cities and coun- 
ties. Consumer spending has never 
dipped far from recent peaks and shows 
no sign of a dip ahead. Exports are sup- 
ported in important part by foreign aid. 

The important point is that business 
conditions promise to be good. No ap- 
praiser looks for any serious setback. 
Many are confident of improvement. 
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NO PAY, NO PENSION: MINERS BITTER 


Reported from UNIONTOWN and PITTSBURGH 


Unhappy coal miners find their 
pensions aren‘t all they were 
cracked up to be. Halt in pay- 
ments is causing talk. 

Rumors of union-enforced 
kickbacks, of secrecy, favoritism, 
mishandling are spreading. Ac- 
countings are being demanded. 

Miners, hard up and idle as 
winter comes, are growing bitter. 
Security, promised by union con- 
tracts, still seems far away. 


Hard times are back again in the 
coal fields. Another strike after a three- 
day week imposed by the mine work- 
ers union, plus two previous strikes in 
one year, has cut miners’ incomes to 
a point that hurts. With hard times 
comes a bitterness that is growing. 
Gloomy predictions are spread over 
the miners “grapevine” that a long, 
hard winter of disputes and idleness 
lies ahead, and this adds to the tension. 

There is noticeable resentment against 
the few coal operators in the South who 
refused for a time to continue to pay a 
20-cents-per-ton royalty into the union 
welfare fund. At the same time, there is 
distinct distrust of iron-grip administra- 
tion of that fund by the United Mine 
Workers. That distrust shows some signs 
of spreading among miners, although 
pension and insurance principles of the 
fund itself command fierce loyalty. 

A member of the Board of Editors of 
U.S. News & World Report, in a survey 
through the heart of the coal-mining 
country, finds that the worker demand 
for security in time of old age and of 
sickness is an intense demand. Yet more 
and more miners are questioning whether 
their own welfare fund, created by John 
L. Lewis after costly strikes, is going to 
give the security that has been looked for. 

Welfare-fund abuses, some actual, 
some only rumored, appear to lie at the 
bottom of skepticism. Business people 
and operators in coal towns are openly 
doubtful about the whole welfare 
scheme. Miners themselves are begin- 
ning to doubt whether they can count on 
a fair break in pensions, when they re- 
tire, or in disability payments if they 
are hurt or become ill. 


V4 


Arbitrary and iron control over wel- 
f.~e grants by a handful of union officers 
and by the fund trustees is complained 
about. Authorizations to collect pensions 
and other benefits, lately issued to miners 
in southwest Pennsylvania, carry this 
limiting clause: 

“This grant is subject to with- 
drawal or termination at any time 
by the trustees, for any matter, 
cause or thing, of which they shall 
be the sole judges and without as- 
signment of reason thereof.” 

The trustees sit in Washington and 


tion for a pension or by recommending 
that it be withheld once it has been 
granted. There is no check on the local 
officers other than final action of the 
trustees. 

Enormous sums of money have passed 
through the hands of the trustees since 
the welfare fund was started in 1946. 
In its first year of operation, it took in 
about 26 million dollars. In 1947, 50 
million dollars was collected, and_ in 
1948-49, the “take” jumped to around 74 
million. That is a total of 150 million. 
The fund began running into the red this 





—Acme 


JOHN L. LEWIS 
. an iron grip on the fund 


have final control over the fund. Al- 
though the coal operators appoint one 
of the three trustees, Mr. Lewis, as 
chairman, is the dominating force. The 
third trustee, Senator Styles Bridges, of 
New Hampshire, usually votes with Mr. 
Lewis. The operators at present are with- 
out a representative on the board of 
trustees, pending appointment of a mem- 
ber to succeed Ezra Van Horn, who re- 
cently resig..ed. 

The trustees’ word is final ia all fund 
matters, but great power also is placed 
in the hands of local and district officers 
of the union. These officers pass on ap- 
plications for welfare benefits before the 
applications go up to the trustees. This 
means they have power, if they wish to 
use it, to deprive a miner of his liveli- 
hood by refusing to process his applica- 


year, when it paid out 104.8 million dol- 
lars in benefits from July, 1948, through 
June, 1949, while it was taking in only 
90.9 million dollars. When the trustees 
suspended payments a few weeks ago, 
the fund had a reserve of only 14 million 
dollars on hand. It now is in the process 
of being rebuilt, without any drain in 
the form of benefit payments. 

The fund has reached the point where 
it must have more income if it is to meet 
its commitments. That can come only 
through an increase in the 20-cents-a-ton 
royalty on coal now being collected. It 
is estimated that a royalty of at least 30 
cents a ton is needed to meet pension 
payments alone, without providing for 
payment of sickness, death, disability 
and hospitalization benefits. 

Miners in the coal towns are growing 
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critical of the secrecy that surrounds pay- 
ment of benefis. In two of the big coal- 
mining counties of Pennsylvania, Fayette 
and Green, there are 22,000 miners. This 
district’s payments from the welfare fund 
are among the largest in the country, yet 
only a few union officials know just how 
big these payments are—and they aren't 
saying. Local authorities who pay relief 
to miners when times are hard cannot find 
out either. Miners say they have been in- 
structed by the union not to tell how much 
they are getting in welfare payments. 
This is said to be typical of the situation 
in other communities. 

Here and there, suits are being filed 
against the trustees, demanding account- 
ing and fund expenditures. These suits 
claim that there has been no accounting, 
even though it is required by the union’s 
contract with the operators. 

But it isn’t the secrecy that surrounds 
the fund, or arbitrary use of power, that 
bothers miners the most. Personal gripes 
and rumors of abuses seem to get most 
of their attention. Rumors, not always 
verified, spread swiftly through the mine 
patches and seem to be widely believed. 

Stories of kickbacks are freely cir- 
culated. One report going around, for 
example, is that a miner who had been 
given a pension of $100 a month was 
later ordered to sign over to the union 
$1,500 of retroactive payments on his 
pension claim. Another story is that a 
widow was required to turn back $500 
of a $1,000 benefit received after her 
husband’s death. There are reports, too, 
of pensions paid to men who have not 
worked in the mines since the 1930s, 
though the coal contract provides for 
pensions only for those retiring since 
May, 1946. Miners also talk of others 
entitled to pensions who are not getting 
them. 

A visit to the homes of the miners 
shows that the trustees meant what they 
said when they announced suspension of 
benefits. Pensions on which retired 
miners had come to rely are not being 
paid. Payments for medical and hospital 
care are limited to dire emergencies and 
to settlement of outstanding bills. Nec- 
essary operations are being delayed, 
babies are being born in homes instead 
of hospitals, and a flood of demands for 
eyeglasses and dental work is cut off. 

Miners, as a whole, are philosophical, 
about the strike. They did not vote for it 
and most of them apparently would have 
preferred to keep on working. But their 
faith in Mr. Lewis is unshaken., Resent- 
ment against the mine operators as a 
group is high. Operators are blamed for 
“doing us out of our benefits,” although 
actually Northern mine owners never have 
stopped their payments into the fund. 
Most miners, however, make no distinc- 
tion between these operators and the few 
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MINERS HAVE TIME TO PAINT AND FISH 
... but they are pinched for money to live on 


in the South who did suspend payments. 

Outwardly, the average miner takes 
his enforced idleness calmly. He hunts 
or fishes, works around the house, and 
whiles away the time talking to fellow 
miners. But he is beginning to be pinched 
for money to live on. Some company 
stores are cutting off credit, while others 
limit charge accounts to necessities. All 
through the coal fields, business is in a 
slump and the relief load is piling up. 

In the face of all this, attitudes of 
strikers vary. One young miner in Union- 
town, who earns around $100 a week 
when working full time, says he would 
take another job for half that amount. 
“I'm sick and tired of losing pay,” he 





says. “I just get caught up when we go 
out again.” 

Another miner, in Bridgeville, says in 
contrast: “We are not worried. Lewis 
will get the money and get the welfare 
fund started again.” 

What seems certain, in the light of 
Mr. Lewis’s traditional hold on the 
miners, is that it will take a long strike 
to bring many defections from the ranks 
of the union. The miners, schooled in 
strikes, are taught to hang together. Of 
course, as some of them point out, a 
miner who resisted the union leadership 
too much would risk being blacklisted by 
the union and would stand to lose any 
welfare benefits he might have coming. 


-—Uniontown Morning Herald 


OUTWARDLY, THEY TAKE THEIR IDLENESS CALMLY 
... but there are rumors of kickbacks and favoritism 
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92 Atom-Bomb Targets for Russia in U.S. 


Cities Threatened If Soviet Sends One-Way Suicide Missions of B-29s 


T THIS TIME, all but three major U.S. 
A cities lie within range of suicide bomb- 
ers from Russia. These cities, all above 
100,000 population, together with the big 
U. S. atomic-production centers, now offer 
92 prime targets for possible atomic attack 
when Russia builds a stockpile of bombs. 

Inside Russia lie 70 major cities that are 
in range of U.S. bombers carrying atomic 
bombs. Concept of many U.S. Air Force 
planners is that, if those cities are destroyed 
with atomic bombs, Russia will be knocked 
out of any future war. 

The score of total destruction, as meas- 
ured by war planners, therefore, is to be 
equalized if Russia becomes able to destroy 
about 20 more cities within U.S. than U.S. 
now is pictured as able to destroy inside 
Russia. One bomb to a city is considered 
sufficient except for very big cities or cities 
widely dispersed. Then two or more may 
be needed. 

The Pictogram illustrates how Russian 
planes, when atom bombs are available in 
quantity, can bring most of this country 
within range of atomic attack. 

Russia now possesses a fleet of TU-70 


bombers—Soviet copies of the American 
B-29. These bombers are capable of carry- 
ing the atom bomb at least 4,000 miles. 

As the Pictogram shows: 

From bases in Eastern Siberia, bombers 
flying 4,000 miles can strike the West Coast 
almost without warning, then reach all 
major U.S. cities except those in Florida. 
This route gives widest coverage, but it 
provides time for warning Eastern areas 
while Soviet bombers are crossing the U. S. 

From bases near Murmansk in North- 
western Russia, Soviet bombers could 
strike at New England, travel as far south 
as New York, as far west as Montana. 

From bases in North Central Russia, 
bombers traveling over the North Pole area 
could supplement these attacks with 
atomic-bomb raids across the entire North- 
ern U.S. as far south as California. 

Actually, U. S. air planners estimate that 
the Russians can stretch the range of their 


B-29s to 4,500 or even 5,000 miles. This cov- / 


ers the entire U. S. Big problem for Russian 
bombers, thus, is not how to deliver the 
bomb but how to acquire a big enough 


atomic stockpile. 


Areas for Attack 











ALABAMA Peoria Fall River Paterson Akron Knoxville 
Birmingham INDIANA Cambridge Trenton Dayton Oak Ridge 
CALIFORNIA Indianapolis New Bedford Camden Youngstown TEXAS 
Los Angeles Fort Wayne Somerville Elizabeth Canton Houston 
San Francisco Gary Lowell NEW MEXICO OKLAHOMA Dallas 
Oakland South Bend MICHIGAN Los Alamos Oklahoma City San Antonio 
Long Beach IOWA Detroit NEW YORK Tulsa Fort Worth 
Sacramento Des Moines Grand Rapids New York City OREGON UTAH 
San Diego KANSAS Flint Buffalo Portland Salt Lake City 
COLORADO Kansas City MINNESOTA Rochester PENNSYLVANIA — VIRGINIA 
Denver Wichita Minneapolis Syracuse Philadelphia Richmond 
CONNECTICUT KENTUCKY St. Paul Yonkers Pittsburgh Norfolk 
Hartford Louisville Duluth Albany Scranton WASHINGTON 
New Haven LOUISIANA MISSOURI Utica Erie Seattle 
Bridgeport New Orleans St. Louis NORTH CAROLINA Reading Spokane 
DELAWARE MARYLAND Kansas City Charlotte RHODE ISLAND Tacoma 
Wilmington Baltimore NEBRASKA OHIO Providence Hanford 
GEORGIA MASSACHUSETTS Omaha Cleveland TENNESSEE WISCONSIN 
Atlanta Boston NEW JERSEY Cincinnati Memphis Milwaukee 
ILLINOIS Worcester Newark Columbus Nashville DISTRICT OF 
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‘Fringe’ Cities: 


Protection against atomic war- 
fare is to change the face of the 
U. S., once ideas now blueprinted 
take hold. 

Idea is to spread out, avoid 
packed centers of industry. Gov- 
ernment, in its spending of bil- 
lions, is to set a long-range trend. 

Big cities stay. Dispersing them 
costs too much. But new growth 
is to be on the fringes. Some 
plants go underground. 


Out of Russia’s possession of the 
atomic bomb is to flow a series of prac- 
tical results that will affect plans of in- 
dividuals, industry and large and small 
units of government. 

People are inclined to shrug off the 
bomb and the effect of Russia’s having it 
as something remote. War seems distant— 
5 years, 10 years, 15 years away, if it 
comes. 

Tremors from the bomb, however, are 
to be real, measurable, maybe of cumula- 
tive effect. They will help to determine 
how the Government spends its money, 
where basic industries locate new plants, 
how cities expand, where people build 
their homes. 

Cities of U. S., especially those over 
100,000, are classed as vulnerable to at- 
tack in event war should come. (See page 
16.) All the larger centers, such as New 
York, Chicago, Detroit and Pittsburgh, 
are considered certain targets. People in 
the cities, for the first time in this nation’s 
history, are confronted with a definite ele- 
ment of danger in another war. 

A lot of practical thinking and planning 
is being related to that fact. 

Rebuilding of U.S. cities, to limit 
effectiveness of any future bombing, has 
been studied. But cost of rebuilding is 
estimated as high as 250 billion dollars, 
equal to the present national debt. Re- 
building of existing cities, therefore, is 
discarded as impractical. 

Decentralization in future expansion 
of cities and of industry, however, is to be 
furthered by Russia’s possession of the 
atomic bomb. For years, stores have been 
moving to suburbs and factories to small- 
er towns, to escape the high rents, heavy 
taxes and slow traffic of congested areas. 
Now, decentralization is described by of- 
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Answer to A-Bomb 


Blueprints Call for Spreading of Big Centers 


ficials as “life and property insurance in 
the atomic age.” 

Clusters of cities of around 50,000 
each are to be fostered. These cities, if 
separated from one another by three or 
more miles of open space, will be poor 
targets for atomic bombs. 

Construction already is at a rate de- 
clared to be equivalent to building an- 
nually 100 cities of 40,000 each. The aim 
is to guide and co-ordinate this new con- 
struction so as to get the maximum of se- 
curity. 

In the New York City area, for ex- 
ample, planners foresee that by 1970 a 





sure is to be brought to bear to locate low- 
cost housing in outlying areas, not in the 
centers of cities. Whenever new power 
plants or new factories are financed with 
Government money, locations that are 
consistent with atomic security will be 
insisted upon. 

Outright subsidies for replanning of 
cities are not now being urged by officials. 
In event of depression, however, a pro- 
gram of this type, undertaken for security, 
is likely to serve as pump priming on a 
big scale. 

Private industry, which annually in- 
vests 15 billion dollars or more in new 
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WASHINGTON, D. C. 
. .. underground offices for emergencies? 


million families will be added. Many of 
the newcomers will settle in outlying cen- 
ters, within a radius of 30 or 40 miles of 
Manhattan. Plans already are being made 
to guide the growth of these centers, so 
that they will conform with the needs of 
atomic defense. 

In the Chicago area, an example of the 
new type of community is Park Forest, a 
planned city of 30,000 being built 35 
miles to the south. Several thousand 
homes in that city are being financed by 
three of the large life-insurance com- 
panies. 

Skyscrapers no longer will be built, if 
needs of atomic security are observed. 
They are especially vulnerable to atomic 
bombs. Few persons in such a building 
will escape, if an atomic bomb is exploded 
within a half mile. 

Spending of Government billions will 
be channeled more and more to aid cities 
in bringing about decentralization. Pres- 


plant and equipment, will be urged and 
influenced. as far as Government spend- 
ing can influence, to gear its plans into 
the new atomic-defense pattern. Officials 
point out that often a new factory pro- 
vides the nucleus for a new community. 
A plant employing 1,000 persons gives 
rise to a citv of around 8,000. Then, if 
two or three related industries move in, 
a city of 30,000 or 40,000 soon develops. 
The idea is to see that such new centers 
are spaced far enough apart to discourage 
atomic bombing. 

Several big corporations already are 
following a policy of decentralization in 
the location of new plants, placing them 
in small cities or towns where atomic 
bombs are not likely to be dropped. 

Military targets are to be protected 
with more drastic measures. 

Arms plants are to be placed under- 
ground, where this is feasible and justi- 
fied by the vital nature of the weapons 
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produced. In some cases, workers’ dormi- 
tories stocked with food will be placed 
underground, too. One company doing 
defense work has a plant above the sur- 
face, for peacetime use, and a reserve 
plant below ground, to which workers 
can be transferred in case of war. 

Some arms plants already are being 
shifted away from centers that are consid- 
ered especially vulnerable. 

Washington, D. C., is a subject of 
special study at this time. Military experts 
point out that one well-placed atomic 
bomb could disrupt the administrative 
functioning of the Government, with de- 
moralizing effect in a crisis. Precautions 
suggested are the construction of bomb 
shelters, the microfilming of data, and the 
duplicating of files and records for safe- 
keeping at outlying points. Underground 
offices may be provided for use of im- 
portant officials in case of emergency. 

High command of the armed services, 
already somewhat decentralized, will be 
dispersed further, if present thinking 
bears fruit. Senator Alexander Wiley 
(Rep.), of Wisconsin, calls the Pentagon 
Building a “suicidal target” and urges that 
it be evacuated by the military establish- 
ment. 

Individuals also find that their plans 
are affected by Russia’s possession of the 
atomic bomb. 

Suburban areas, being relatively 
safe, have new attraction for a person 
building a house. Besides, insurance com- 
panies and other lenders will tend to take 
atomic safety into consideration, when 
financing new homes. 

Farm lands around cities likewise be- 
come more attractive to persons who are 
security minded. A city family owning a 
near-by farm could take refuge there if 
atomic bombing of its residence in the 
city is threatened. 

Real estate values thus will be influ- 
enced by atomic-security considerations. 
While values of city property are not ex- 
pected to fall, real estate in the outlying 
areas is likely to be in greater demand 
than before. 

Net result of Russia’s getting the 
atomic bomb is likely to be a gradual 
change in the pattern of city-and country 
within the United States. There will be 
no sudden mass exodus from the large 
centers already built, with their skyscrap- 
ers and congested streets. But, as time 
goes on, there will be a noticeable shift 
toward a smaller, fringe type of city, with 
low buildings and plenty of space for 
traffic, parking, recreation and gardening. 
The planners point out that such a shift is 
desirable, anyway, to boost civilian health 
and morale. This change in the pattern 
of cities, already in progress, will be 
speeded by the needs of atomic defense. 
It could become the next big pump-prim- 
ing job. 
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... anew element of danger 
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ATOM THREAT: BOOST FOR ARMY 


Emphasis Turns From Big Bombers to Men 


Phase 2 of the atom age alters 
war plans, defense strategy of 
the U.S. A-bomb in Russia's 
hands means this: 

Bomb, held by both sides, 
tends to cancel itself out. Big land 
armies, air borne and air sup- 
plied, get new emphasis. 

Europe, not U. S. or Russia, be- 
comes the prime theater. idea is 
to mass troops there, meet the 
Soviet Army on land. 


Gen. Omar Bradley, friend of the 
foot soldier, hardheaded, unemotional, 
a student of strategy and a leader with 
broad experience in war, is the man 
who is to influence most the U. S. mili- 
tary decisions that are forced by Rus- 
sia’s possession of the atom bomb. 

General Bradley is the new Chairman 
of the Joint Chiefs of Staff. In that posi- 
tion he lacks a vote, but his judgment and 
influence are often to be decisive. Deci- 
sions that now must be made concern basic 
strategy and the way available money is 
to be divided among the U.S. Army, 
Navy, and Air Force and lend-lease ship- 
ments abroad to support that strategy. 

The problem to be faced, as ex- 
plained by a top-ranking military official 





sitting in the councils of the planners of 
Western-World defense, is this: 

Europe and its orientation, whether 
toward Russia and Communism in the 
East or toward U. S. and capitalism in the 
West, is the bone of contention. Europe 
from the Elbe westward today is oriented 
toward the West. 

Russia, this military analyst explains, 
possesses the world’s great land Army, 
capable of moving irresistibly over West- 
ern Europe, if turned loose. 

U.S., with a comparatively small 
Army, but with big bombers and the atom 
bomb, has been able to say: “If you move, 
youll be blown up at home.” Russia was 
blocked. 

Russia, with the bomb and with 
rocket bases in Eastern Germany, sud- 
denly is in a position where she may be 
able to sav to U.S.: “If you bomb us, 
we ll not only retaliate, but we'll blow up 
cities next door in Europe. Atom bombs 
and rockets are on our side.” 

Europe then, seeing Russia with the 
atom, with rocket bases, with vast land 
armies, will be inclined very strongly to 
use its influence with U.S. against use of 
the atom bomb on Russia. Otherwise, Eu- 
rope could be destroyed. 

With the atom canceled out and 
neither side able to use it decisively be- 
cause of certain retaliation, Russia thus 
will be left with her big land armies hold- 
ing the edge in the struggle for Europe. 
It’s as simple as that. 


—Acme 


JOINT CHIEFS COLLINS, DENFELD, BRADLEY AND VANDENBERG 
If an atomic stalemate develops... 
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Shift in strategy, as a result, is in 
prospect. General Bradley, sizing up a 
changed situation, is forced to consider 
new moves in the gigantic chess game of 
trying to gain an advantage, or at least 
restore a balance, in the military power 
that underlies whatever long-range sta- 
bility there can be in the world. 

Where the change is to come, forced 
by Russia’s possession of the bomb and 
her rocket developments in Europe, is 
translated by military analysts into Jav- 
man’s language in what follows: 

Bombs and bombers, when Russia 
gets an atomic stockpile, are to remain im- 
portant, but not as important relatively as 
before. An initial knockout blow by bomb- 
ing is not likely to be tried if retaliation 
with the atom bomb against European 
and U.S. cities is certain. Moreover, the 
West already has enough bombs and 
bombers to cover all targets in Russia big 
enough to warrant atom bombs—the 70 
major cities and the dozen or so big sub- 
marine and bomber bases. Bombing of 
Russia’s vast land armies with the atom 
is not considered feasible by these experts. 

Land armies for the West, in turn, 
become more important. Basically, the 
problem is becoming one of building a 
force that can stop Russia on the ground. 
Arms aid for Europe fits into that pat- 
tern. A rebuilt French Army is to be the 
core of defense now planned. General 
Bradley is on record as saying that a force 
of about 50 divisions in France could hold 
any likely Russian assault. Later, once 
France is armed, Western Germany could 
be permitted an army that may give the 
West equality or even superiority on land. 

Tactical air power, meanwhile, be- 
comes highly important. This tactical 
strength of fighter-bombers, interceptors 
and transports for air-borne troops has 
been neglected in U.S. as strength in big 
bombers has been built up. Yet in a land 
war, the military analysts agree, vast 
amounts of tactical air power are needed. 

Supply lines to Europe, too, take on 
more importance as the emphasis shifts 
from U. S.-based bombers to land forces 
in Europe. Russia’s fleet of schnorkel 
equipped submarines, thus, becomes more 
of a menace, U. S. convoy protection more 
essential. 

Home defense for U.S., finally, is to 
require a larger share of dollars than be- 
fore. U. S. cities, for the first time in more 
than a century, are to be open to attack 
from abroad when Russia gets’a stockpile 
of bombs. You get this story in the Picto- 
gram on page 16. The possibility of attack 
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calls for increased emphasis on radar 
screens, antiaircraft guns and missiles, in- 
terceptor planes in U. S. and decentraliza- 
tion of defense installations. 

What it means for U. S., in plan- 
ning its phase of Western defense under 
the coming shift in strategy, can be out- 
lined in these practical terms: 

Military spending is to remain high. 
That’s assured by the need to create a 
strong land force for the West. While the 
dollar amount of U.S. defense budgets 
may not increase from the present level— 
arecord for peacetime—the deep cut once 
planned is no longer in prospect. 

Arms aid abroad can be counted on as 
a continued yearly addition to the de- 
fense budget. The $1,300,000,000 just 
authorized by Congress is to be only the 
beginning, if a force of 50 divisions is to 
be built up in Europe. 

Air Force, with its emphasis on big 
bombers, is to keep its edge over the other 
armed services for a time, at least until 
the Russians are fully stockpiled with 
atom bombs. Then big bombers will be- 
come relatively less important, with a 
shift to tactical planes to support land 
forces. 

Army, at the same time, is likely to 
get more attention. Army plans to become 
entirely air-transportable, to develop air- 
borne tanks and guns, to train specialized 
units for using the atom bomb in big 
tactical assaults take on new importance. 
The Army’s portion of defense dollars is 
almost certain to be increased with the 
bigger role of land forces in Western de- 
fense. 

Navy, meanwhile, is to get new em- 
phasis as an antisubmarine force, but may 
lose its job as an amphibious striking 
force. The atom bomb greatly increases 
the hazards of big amphibious landings, 





bombs. 


lows on a similar point: 


SENATOR TYDINGS. Assuming that 10 
years from now atomic energy in many 
countries has been licensed by the gov- 
ernment for peacetime manufacture and 
uses and that our country was one of 
them, what do you think would be the 
necessary time to construct the remain- 
ing 25 per cent of the process, for war 
purposes, of producing atomic bombs? 

DR. OPPENHEIMER. It depends on the 
scale. If we wanted to have, I will say, 
1,000 bombs, two years would be a lot 
of work and the whole country would 
feel it. 

SENATOR TYDINGS. In other words, it 
would take two years? 

DR. OPPENHEIMER. Yes, 
1,000 bombs. 

SENATOR TYDINGS. If it were decided 
to make military bombs from our peace- 
time atomic energy, how long would it 
take us to complete 200? 


to accumulate 





BOMB OUTPUT: A CLUE TO SPEED 


Here is a clue as to how fast Russia might accumulate a stockpile of atomic 


Dr. J. Robert Oppenheimer, noted physicist, appearing before the Special 
Committee on Atomic Energy of the Senate on Dec. 5, 1945, testified as fol- 


DR. OPPENHEIMER. Maybe a little over 
a year. 

SENATOR TYDINGS. How long would it 
take us to make 50? 

DR. OPPENHEIMER. Maybe a year. 

SENATOR TYDINGS. So that we are 
faced with the prospect— 

DR. OPPENHEIMER. I think a year is too 
long; maybe nine months. 

SENATOR TYDINGS. So, then, we are 
faced with the prospect, if countries 
were permitted to manufacture atomic 
energy for peacetime purposes and 10 
years after, if they got the all-out and 
oriented themselves into production, you 
say that within nine months they can 
make 25 or 50 or 60 bombs thereafter 
for military purposes, utilizing that 
peacetime machinery? 

DR. OPPENHEIMER. Not without, I 
would say, its being known; but it 
could do it. 








as conducted in Normandy and on Pacific 
islands during World War II. Navy-con- 
ducted sea-borne landings, thus, could 
give way to air-borne landings conducted 
by the Air Force. 

Stockpiling is to be pushed. U. S. war- 
material plans had been based on Russia's 
not getting the bomb before mid-1951. 
Now the timetable has been advanced 
nearly two years. Scarce war stocks, as a 
result, may be needed earlier than ex- 
pected. 

Antibomber defense needs to be 
pushed by U.S. as well. Radar systems 
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... the ground war may be decisive 
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now operating On both coasts are to be 
broadened into a connected network, re- 
inforced by a series of fighter-plane bases 
around U.S. bombers. Antibomber mis- 
siles guided by radar and equipped with 
proximity fuses also are in prospect, to be 
available within the coming two years. All 
these steps are to require dollars that must 
be pared from Army-Navy-Air Force 
budgets in the period ahead. 

Defense planning by U.S. also is due 
for change. A return to the wartime sys- 
tem of planning broad policy in top-level 
meetings with U.S. allies in Europe is 
indicated. Such joint planning, done in 
wartime through the Combined Chiets 
of Staff, now is likely to be done by the 
Standing Group of the North Atlantic 
Council’s Military Committee. Idea of 
the new organization is to co-ordinate 
defenses of U.S., Great Britain and 
France, the three big Atlantic Pact pow- 
ers. In addition, U.S. is to be repre- 
sented in the five military regional plan- 
ning groups established by the Council 
and must link its defense planning with 
those groups. 

Those are the big effects in store for 
U. S. defenses as a result of-coming shifts 


in Western strategy. In addition, new em-” 


phasis in this country is to be placed on 
rocket and guided-missile development 
for land warfare, on new air-borne equip- 
ment, on joint air-ground training of 
American troops. 

General Bradley’s position on 
these forthcoming military decisions is 
likely to set the pattern of revised U.S. 
defenses as the atomic age enters its sec- 


ond phase. 
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BRITONS TO COURT MAIN STREET 


Selling in America means big 
changes for British merchants. 
Old ideas, traditions, are being 
scrapped to earn dollars. 

Advance experts, backed by 
Labor Government, are in U. S. 
to test the market, see what's 
needed, study retailing methods. 

Firms are told to make what 
Americans want, to send over 
samples, fill orders promptly, 
create a demand for British goods. 


British businessmen now are being 
told by their Government how to get 
into the U.S. market and sell more 
British goods to Americans. 

“Operation America,” as. it is taking 
shape in Britain, is designed to boost Brit- 
ish earnings in the U.S. even at the ex- 
pense of British markets elsewhere in the 
world. British exporters already in the 
U.S. market are urged to by-pass Ameri- 
can jobbers in order to keep more of the 
dollars they earn for Britain. British manu- 
facturers not yet producing for the Ameri- 
can market are under real pressure to 
make what Americans want. 

Target of the whole operation is to sell 
Americans a volume of British goods 
amounting to about 1 per cent of the total 
U. S. industrial output. There is no plan 
to flood At.zrican markets with British 
goods. Britain cannot begin to match U. S. 
production. But the aim is to make British 
goods a factor in many U. S. markets now 
monopolized by Americans. Inside Brit- 
ain, “Operation America” requires a major 
shake-up of the export trade. 

Top man in the drive for the U. S. mar- 
ket is Harold Wilson, President of the 
British Government’s Board of Trade, the 
opposite number to the U.S. Secretary 
of Commerce, Mr. Wilson is making four 
and five speeches a week demanding that 
British businessmen place the task of earn- 
ing dollars above all other considerations. 
The Board of Trade is aided in its work 
by a Dollar Exports Board, composed of 
labor and management leaders from 72 
British industries. Together, these two or- 
ganizations are telling British business 
that Britain now must earn three times as 
many dollars as before in order to bridge 
its dollar gap between income and ex- 
penditure. 
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Reported from LONDON 


How to sell Americans on British 
goods, as the British Government sees it, 
involves little that is new to American 
businessmen. But it means a business rev- 
olution to many Britons. 

Market surveys, something new to 
British exporters who let American job- 
bers worry about the U.S. market, are 
the foundation of “Operation America.” 
British businessmen, “loaned” to the Gov- 
ernment by private industry, now have 
offices in a score of British consulates 
throughout the U.S. Their job is to find 
out what Americans will buy that British 
industry can make at prices Americans 
are willing to pav. 

Manufacturers interested in the Ameri- 
can market are asked to send samples of 
their wares to British trade scouts in the 
United States through the Board of 
Trade. These samples are to be tagged 
with the minimum price asked. Market 
reports sent back to Britain tell the man- 
ufacturer whether his goods are salable 
or not and what is required to make them 
salable. 

A sporting-goods manufacturer, for ex- 
ample, is told that the “spinners” he 
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makes for Spanish trout fishermen are 
scorned by Rocky Mountain trout fisher- 
men. 

A British potter is informed that one 
plate design might sell well in the New 
England States, but that another design 
is required for the market in the South- 
west. 

A British manufacturer of roller skates, 
who wants to advertise the fact that his 
product comes equipped with genuine 
leather straps, is told that American boys 
would be more interested to hear that 
his skates are of “streamlined” or “atomic” 
design. 

Changes in design for the American 
market, according to Board of Trade ex- 
perts, worry the British manufacturer 
more than anything else. But the Board is 
using both persuasion and pressure to get 
British industry to make what Americans 
want rather than what the manufacturer 
thinks they ought to want. 

A shirt manufacturer, for example, 
might prefer to make only shirts with de- 
tachable collars for the Regent Street 
shops of London. But the British Gov- 
ernment controls the foreign exchange 
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DESTINATION: THE AMERICAN MARKET 
... everything from mousetraps to cement mixers 
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needed to buy Brazilian or U.S. cotton. 
Thus, to stay in business, the shirtmaker 
is finding it expedient to start producing 
shirts with collars attached for stores on 
Main Street, U.S. A, 

Makers of British machinery, similarly, 
would prefer to make the kind of ma- 
chines that have a steady sale on conti- 
nental European or Empire markets. But 
steel is rationed and the rations are go- 
ing first to manufacturers who earn dollars 
with their exports. So British machine 
makers now are turning to such things as 
labeling machines, suction pumps, build- 
ers hoists and the like designed to please 
American buyers. 

Distribution of British goods in the 
U.S. market, under “Operation America,” 
no longer is to be a hit-or-miss affair in 
which individual manufacturers in Britain 
make deals with American jobbers in New 
York. Instead, the Board of Trade 
is encouraging various group-marketing 
schemes, several of which are now in op- 
eration in the U.S., becked by British 
merchant bankers with much experience 
in world trade. 

One such organization, for example, is 
handling food and candy products and 
high-class department-store goods. Its 
salcs force covers the U. S., visiting 67 key 
cities throughout the country from three 
to four times a year. Temporary show- 
rooms are set up in each city where Brit- 
ish-made goods from scores of manufac- 
turers are displayed. This corporation, a 
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private concern, was given the five lead- 
ing pages of the Board of Trade’s official 
publication to tell of its services in the 
U.S. 

The experience of a similar British cor- 
poration that sold British motorcycles to 
Texans is used by Board of Trade speak- 
ers to convince British manufacturers that 
they should get into the American market 
only after proper surveys. In a few months 
after the light motorcycles were sold, the 
supply of spare parts was sold out. The 
British sales corporation found that as 
many as three bulky Texans had piled on 
a motorcycle built for one Briton and 
roared at top speed for distances exceed- 
ing the length of any road in Britain. 
Texans still buy British motorcycles, but 
they are also buying more spare parts in 
a year than the manufacturers expected to 
sell them in five years. Moral, says the 
Board of Trade to British industry, is to 
enter American markets prepared to pro- 
vide adequate service. 

Dollar investments, British business- 
men are told, may be necessary to give 
British products a foothold in U. S. mar- 
kets. The British Government is willing 
to provide dollars only to those business- 
men who can convince the Board of Trade 
that their product is a sure dollar earner. 

Sales promotion by advertising in the 
U.S., according to the Board of Trade, 
should be undertaken only by British 
firms that are prepared not to skimp on 
spending. Firms that cannot afford their 
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... everything from ‘‘streamlined” to ‘‘atomic design”’ 
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own campaigns are encouraged to join 
with other firms in campaigns boosting 
their particular branch of British industry 
as a whole. 

Some British manufacturers who find 
their products are salable in the U. S. but 
are kept out of the market by the superior 
distribution systems of their American 
competitors are encouraged to take thei: 
problems to the Board of Trade. One 
British company recently obtained Gov- 
ernment approval to invest several million 
dollars in one of the oldest American firms 
in the motorcycle business. By this ar- 
rangement, American dealers throughout 
the U. S. soon will be offering a complete 
line of British light motorcycles, bicycles, 
tricycles, outboard motors and_ similar 
products to sell along with the line of 
American heavy motorcycles. 

Services to customers, British busi- 
ness is warned, must remain a permanent 
part of “Operation America.” British- 
made goods must not be sold to American 
customers until proper provision has been 
made for supplying spare parts and for re- 
pair centers in the U.S. The leading ex- 
porters of British automobiles to the 
American market now boast that they can 
get spare parts to American drivers of 
their cars as quickly as Americans can 
get similar parts for some of the lesser- 
known makes of U.S. automobiles. 

Salesmanship in the U.S., says the 
Board of Trade Journal, “is on a higher 
level than in any other country in the 
world and is regarded as a profession. The 
key to success in the American market is 
internal distribution.” Through such ad- 
vice, the British Government is encourag- 
ing British businessmen to use the serv- 
ices of British firms in the U. S. that spe- 
cialize in selling to Americans. 

New lines of British goods that Amer- 
icans will buy if. the prices are right are 
getting much emphasis from the Board of 
Trade. One British manufacturer set up as 
an example by the Board of Trade has 
turned to making lawn mowers assembled 
from parts stamped out of pressed steel. 
He can deliver a mower at New York for 
$7 and is selling his entire output to 
American mail-order houses. 

Results of “Operation America,” so 
far, appear to be good from the British 
standpoint. Exporters are reporting sales 
of a wide variety of products ranging 
from mousetraps to cement mixers, from 
vest-pocket adding machines to farm 
machinery. British companies attacking 
the U.S. market from within are cling- 
ing to a greater portion of the dollar 
earnings of British goods. The Board of 
Trade hopes to keep Britain’s dollar 
earnings up to last year’s level despite 
the price cuts of devaluation. Question 
is whether British industry, although 
told how to sell to Americans, will boost 
the production of things Americans want. 
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Formula for Recapture of House 
‘Outs’ Will Fight for Seats Barely Lost in ‘48 


Republicans, out to recapture 
the House, give themselves a 
50-50 chance in next year’s elec- 
tions. They need fo hold all they 
have and pick up 47 seats from 
the Democrats. 

Victory for either party centers 
in 56 key districts. All have a Re- 
publican history, but Democrats 
won them in 1948. Switch of a 
few thousand votes can decide 
the outcome in most. 


Republicans are getting set to hunt 
for House and Senate seats with a rifle 
instead of a shotgun. And they think 
that if their aim is careful enough they 
can come to Washington next year 
with control of the House, and possi- 
bly of the Senate too. 

New Republican strategy is to concen- 
trate political fire only in districts where 
the party has an even chance. These add 
up to 56 traditionally Republican dis- 
tricts that were lost to the Democrats in 
1948. Republicans need to recapture 
only 47 of them to win the House. 

This explains the recent grass-roots 
meeting in Sioux City, Ia.—many of the 
contested districts are rural. It is re- 
sponsible for the early campaigning in 
Ohio of Senator Robert A. Taft. It paid 
off in a recent Pennsylvania election. 

The situation looks like this: Repub- 
licans now have 171 House seats. They 
must win 47 additional seats in 1950 to 
attain the 218 that would give them a 
majority in the House. 

Statistics of the last election give the 
Republicans about an even chance to win 
the 47 seats they need. Their best chances 
lie in districts that Democrats won by 
small margins in 1948. There are 43 dis- 
tricts in which Democratic majorities were 
10,000 votes, or smaller. Several other 
districts fell to Democrats by only slight- 
ly larger margins. 

But such statistics tend to balance up. 
There were 44 districts in which Repub- 
licans won in 1948 by 10,000 votes or 
fewer. Democrats will be fighting just as 
hard to win these: Republican marginal 
seats as the Republicans will be to cap- 
ture Democratic soft spots. 

History seems to give the Republicans 
a better chance. 
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Their party lost 75 seats to Democrats 
in the 1948 election, after winning con- 
trol of Congress in 1946. Of these seats, 
36 had been Republican for at least two 
terms prior to 1948 and 20 others have a 
record of going to Democrats in presi- 
dential years and to Republicans in mid- 
term years. On this basis, recent election 
history gives the Republicans a_ fair 
chance at 56 districts. 

In the 89 years since the Republican 
Party became big enough to win control 
of Congress, the party in power has lost 
ground in every mid-term election except 
three. The enthusiasm that carries voters 
to polls in a presidential election runs out. 
The vote drops off when the Presidency 
is not at stake. And the party in power 
loses seats in the House. This tendency 
favors Republicans now. 

House control in 1950 will hinge 
upon the voting in the 56 districts which, 
among the 75 won from the Republicans 
by the Democrats in 1948, have a record 
of recent Republican dominance. More 
than half of them were captured by 
Democrats in 1948 by 10,000 votes or 
fewer. 

Of these 56 districts, 22 are chiefly 
farming in character. Thirteen are mixed 
agricultural and urban communities, 
which might be swung by the farm vote 





-Harris & Ewing 
GUY G. GABRIELSON 
... hopes based on history 


if it went predominantly Republican, 
along with the suburban areas in near-by 
cities. Republicans now are fighting to 
break up the combination of labor and 
farm votes that helped President Tru- 
man to power in 1948. And Demo- 
cratic tickets are shaped toward making 
permanent that combination, 

But the 33 farming and mixed farming 
and city districts among these 56 are not 
enough to give the Republicans contro] of 
the House. They must look farther, among 
the 21 city districts that had come to them 
in recent years and shifted back to the 
Democrats in the 1948 voting. Nine of 
these 21 have had a fairly long history of 
Republicanism. Most of the nine lie 
around the fringes of big cities; they are 
suburban districts. 

Even if the Republicans captured all of 
these suburban, mixed industrial and 
rural, and rural districts, they would lack 
five seats of having enough to control the 
House. This tends to whittle down the 
previews of the election into a nip-and- 
tuck race across 15 States. 

The voting record of the districts 
that comprise the battleground area tends 
to bear out this view. An examination of 
the voting in the 56 districts that have a 
strong Republican background shows: 

Five districts—in Minnesota, New Jer- 
sey and New York—had a solidly Repub- 
lican voting record all through the New 
Deal years. They did not alter their Re- 
publican allegiance during the Demo- 
cratic surge of the 1930s, sent Republi- 
cans to Congress regularly from 1928 
through 1946. Not until the Truman cam- 
paign of 1948 did they turn Democratic. 

Ten others of those captured by Demo- 
crats in 1948 had a: solid record of Re- 
publican voting except for short periocls 
when the New Deal was rising to the 
peak of its power in 1936. All of these had 
settled regularly back into Republican 
ranks by 1938 and were jarred loose in 
1948. These districts are in New Jersey, 
Ohio, Pennsylvania, Indiana, and Massa- 
chusetts. But, if all 15 of these districts 
should go back to their traditional Re- 
publicanism, the party still would fall 
far short of control. 

The big battle will be fought in dis- 
tricts with a lesser history of Republican- 
ism. There are 41 of these districts. Most 
of them were Republican before 1930, 
but all have a history of Republican vot- 
ing since the turn of the New Deal tide. 

Five turned Democratic in 1932 and 
remained so until 1940. These, in Colo- 
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They need only 47 seats 
to gain control 








rado, Illinois, Oklahoma and Missouri, 
were Republican from 1940 until 1948. 

Thirteen were Democratic through the 
New Deal years and shifted back to the 
Republicans in 1942. They went Demo- 
cratic in 1948. These are in Indiana, Ohio, 
Pennsylvania, Colorado, Missouri, West 
Virginia, Nebraska and New York. 

Three districts that had been Demo- 
cratic through the New Deal years re- 
turned to the Republicans in 1944 and 
shifted back to the Democrats in 1948. 
These are in New York, Oklahoma and 
Pennsylvania. 

Twenty districts have swung back and 
forth in recent years, going Democratic 
in presidential years and Republican in 
mid-term years. These districts are in 
Pennsylvania, Connecticut, Illinois, Mis- 
souri, Ohio, West Virginia, Minnesota, 
California and New York. The outcome of 
the voting in these pendulum districts is 
likely to control the outcome of the next 
election. Twelve are city districts: the 
others are mixed industrial and rural. 

Mid-term elections, such as have 
swung these districts to the Republicans 
in vears when the Presidency was not at 
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stake, normally operate against the party 
in power. Since 1860, the average loss of 
seats by the party in control of the House 
has been 37 seats for each mid-term elec- 
tion. There have been only three excep- 
tions in the 22 mid-term elections since 
1860. 

These three elections were held under 
unusual circumstances. One was in 1902; 
it came when Theodore Roosevelt was ris- 
ing to power. The second was in 1918, 
when Woodrow Wilson’s plea for a Demo- 
cratic House was rebuffed. The third was 
in 1934, when Franklin D. Roosevelt was 
climbing toward his peak. 

In the 19 other mid-term elections since 
1860, the losses of the party in power 
have ranged from a low of two seats to a 
high of 116. Since 1900, the low has been 
10 seats andthe high 75 seats. Nine elec- 
tions have cost the party in power fewer 
seats than the Republicans need to win 
control. In nine elections, more seats 
changed hands than the Republicans need 
to capture the House. And, in one, exactly 
47 seats. the number needed by the Re- 
publicans, switched parties. 

It is this mid-term election trend that 
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gives hope to the G.O.P. The campaign 
will be general, but the hottest fire will be 
centered upon these 56 seats that have a 
historical background of Republican vot- 
ing. Most were captured by small margins 
in 1948. The chances are that they will 
be closely divided in the 1950 election. 

These factors are being considered by 
Republicans as they organize for the 
campaign. They have chosen a new lead- 
er, putting in Guy G. Gabrielson as 
Chairman of the National Committee. 
He is regarded as a specialist in organiza- 
tion. Fund raising for the campaign is 
in progress. And, in regional conferences, 
party leaders are trying to learn more 
about the problems of areas where the 
battle will be fought. The Sioux City 
meeting, dealing with farm questions, 
was one of these. 

Looking ahead, Republicans see much 
work to be done. Issues have yet to be 
whetted and made clear. And they see 
labor cementing its union with the 
Democrats—and reaching out for the farm 
vote. But, on the basis of history, the 
Republicans figure they have about an 
even chance of capturing the House. 
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WHY FOOD ISN’T CHEAPER 


Farmer Gets Less, Distribution Costs Stay Up 


Grocery shoppers hardly notice 
the drop in farm prices. Lower in- 
come for farmers is not bringing 
big markdowns in stores. 

Congress, asking why, finds 
that costs are higher all along the 
line. Freight is up. So are wages, 
commissions, fees. 

Actually, farmer's share of the 
food dollar fluctuates widely, 
year to year. It's still bigger now 
than before the war. 


An old and vexing question is com- 
ing back again to bother farmers, busi- 
nessmen and politicians. The question 
is: Why do food prices paid by retail 
customers remain little changed when 
prices paid to farmers fall sharply? 

Periodically, over many years, that 
question has bobbed up. Congress investi- 
gates. Farmers stage political revolts. 
Businessmen do a lot of explaining. But 
nothing much happens, and the spread 
between what the farmer gets and what 
the city man pays goes on fluctuating as 
usual. 

Once more, Congress is prying into the 
same old question. This time political 
pressure is rising because of this fact: 

Gee = SEN 
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CITY SHOPPER 
The price: farm costs, plus 
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Price received by farmers for major foods 
have dropped nearly 20 per cent in the 
last 18 months. Retail prices for the same 
products, as a national average, fell only 
8 per cent. 

The farmer, for example, sells his beef 
for 44 cents a pound, on a dressed- 
weight basis. This is 8 cents a pound less 
than he received in January, 1948. The 
city consumer, on the average, pays only 
1 cent a pound less for beef than he did 
at the start of 1948. 

Corn in an 8-ounce package of corn 
flakes is 1 cent cheaper than it was. Yet 
grocers’ price of corn flakes is unchanged 
at 12 cents a package. 

Pork, including lard, brings farmers 10 
cents less per pound than in January, 
1948. Retail price is only 8 cents lower. 

Reasons why retail prices are not 
falling faster are being sought by a Senate 
committee. The Department of Agricul- 
ture also is making special studies of 
prices and marketing margins. 

What investigators are finding as to 
markups on important foods is shown by 
the table on this page. Figures, however, 
tell only part of the story. 

Beef, at 68 cents a pound retail, car- 
ries a marketing margin of 24 cents a 
pound over the farm price. That is 11 
cents higher than the prewar margin. 
But that increased margin must pay 
sharply higher costs of transforming beef 
cattle into beef roasts and steaks. 

Railroads and trucks charge more to 
bring livestock to market. Stockyards get 
larger handling fees. Brokers receive 
higher commissions. Processing, from 
packing plants through to retail butchers, 
costs more. 

These costs will have to decline before 
housewives get cheaper beef. Or the 
farmer will have to absorb another price 
cut. A deeper cut for him is indicated, if 
retail prices are to return to prewar status. 
Farmers get 64 per cent of the consum- 
er’s beef dollar now. Though less than in 
1948, that is more than the 56 per cent 
that farmers got in 1935-39. 

Milk costs consumers about 19 cents a 
quart, on the average. Of this amount, 
dairies get 7 cents, 2 cents more than 
before the war. Farmers retain about 
12 cents a quart, 1 cent less than a year 
ago, but 6 cents more than the prewar 
return. 

In resisting further declines in raw-milk 
prices, farmers are aided by Government- 
enforced marketing agreements. But 
dairies’ prices are kept at a high level by 





Retail vs. Farm Prices 
Of Major Foods 
(Nation-wide averages) 
YOU PAY FARMER GETS 

Beef, lb. $0.68 $0.44 
Lamb, Ib. 74 42 
Pork, Ib. 41 BT 
Butter, Ib. .69 49 
Cheese, lb. AT 28 
Milk, qt. 19 i 
Eggs, i. .64 AT 
Chicken, Ib. 02 28 
Bread, lb. 14 .02 
Corn flakes, 

8-oz. pkg. 12 02 
Flour, white, Ib. .08 .04 
Apples, Ib. 12 05 
Carrots, bunch 10 04 
Onions, lb. .08 .02 
Potatoes, lb. 05 02 











higher costs, such as larger commissions 
to delivery men. In milk, as in meat, pre- 
war experience indicates that farmers 
will take the additional price cuts if de- 
mand slows. They get 63 per cent of the 
retail price, where they used to keep 55 
per cent. 

A loaf of bread selling for 14 cents 
contains only 2 cents’ worth of wheat. The 
price of the wheat in a loaf of bread fell 
about 1% cents, in the last 18 months. 
Bread prices, however, are unchanged. 
Retail bakers got the benefit of cheaper 
wheat, since flour prices declined along 
with wheat prices. 

In any future downturn of bread 
prices, bakers are likely to take the cut in 
margins. Wheat price is near U.S. price- 
support level, can’t fall much. 

Fruit and vegetable price declines 
are being absorbed by growers, almost 
entirely. This is due to the fact that mar- 
keting costs in these products have sky- 
rocketed, and are not easily reduced. Pub- 
lic demand depends on the better, more 
costly handling and packaging of pro- 
duce. 

Price declines occurring to date, as 
these examples show, have hit the farm- 
ers hardest. To sum it up, farmers get 48 
cents out of the food dollar now, whereas 
18 months ago they got 55 cents. 

Actually, the farmer's prices nearly 
always fall, or rise, faster than the gro- 
cer’s. In 1940, for instance, corn, wheat, 
hogs and beef-cattle prices shot up 25 
per cent. Retail prices for foods from the 
same products rose only 9 per cent. But 
now the trend is the other way, a situa- 
tion that always arouses Congress. 


U. S. NEWS & WORLD REPORT 





va abn tas 








ns 


ee ee 


Issue of October 7, 1949, Volume XXVII, No. 15 


Reg. U.S. Pat. Off. 





FROM THE CAPITALS OF THE WORLD 


FRANKFURT...- 


»> This is a dispatch from the front in Western Germany, where U.S. troops are 
within easy range of Russia's atomic bomb. Feeling among military men here, 
analyzing the situation in light of Soviet explosion, sums up about like this: 

Russia is on notice that U.S. forces in Germany will fight to defend Western 
Europe against a Soviet invasion. U.S. intention, here on the ground, is to stop 
any Soviet invasion that starts, if possible keep it from starting at all. Fact 
that Russia now has the atom bomb doesn't scare U.S. out of Germany, doesn't 
change U.S. intention. War games by U.S. troops in Western Germany are a clear 
Sign to Russia that U.S. is getting ready to use U.S. man power to defend West- 
ern Europe against aggression. Any idea that U.S. might let Russia sweep across 
Europe, then in due time rescue Western Allies from occupation, is ,out. 

Moscow, moreover, is invited to note close co-operation of Western forces 
in all war games in Germany. French war games involve U.S. Air Force as major 
air Support. And units of American, British, Belgian, Luxembourg troops work 
alongside 100,000 French troops. British war games follow similar pattern. So 
three sets of war games warn Russia of Allied unity, warn against aggression. 





>> There's additional warning for Russia, a plain hint of U.S. intentions, in 
the way U.S. forces in Western Germany have been overhauled in last 18 months. 

U.S. army in Germany is no longer a run-of-the-mill army of occupation, 
marking time in barracks. It has been rebuilt from top to bottom. Soldiers 
don't spend their time in Germany now on police duty, on clerical chores. Ger- 
mans take care of these details. U.S. soldiers concentrate on training for com- 
bat, in maneuvers in the field, in handling weapons. U.S. officers, similarly, have 
stopped worrying about running German cities, waterworks, politics. Officers 
who were good at these duties, but not experienced in combat, have been replaced 
by men trained in battle. Top officers are all veterans with combat experience. 

Unified U.S. force is emerging. Interservice jealousies aren't the problem 
they seem to be in Washington. Unified staff--Army, Navy, Air--is being 
established for the first time in postwar Germany under Gen. Thomas Handy. 

U.S. front-line power in Europe, as things stand, consists of 112,000 men 
in Germany, a small corps. It includes two combat divisions, plus Supporting 
tactical air forces, artillery, engineers. To military men in Europe, it adds 
up to a first-class fighting group, a key element in Western Europe's defense. 











>> Combat troops now ready, though, are just one element in the plans. 
Over-all plan, as U.S. military men in Western Germany understand it, 
leans heavily on U.S. arms aid to Europe, and on U.S. industrial potential. Pro- 


gram of U.S. arms aid is counted on to prepare America's allies for war before 
(over) 
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WORLDGRAM-~ (Continued) 


Russia is ready to start one. It's assumed Russia won't be ready until she has 

a stockpile of atom bombs. This will take at least two years, maybe much longer. 
Even then, U.S. atomic stockpile will be larger, and U.S. industrial potential 
will also be Superior to Russia's. These facts may be enough to deter Russia. | 





>> Question remains whether Russia, despite U.S. atomic and industrial 
Superiority, may not decide to use the A-bomb anyway. On this question U.S. 
military experts in Western Germany split into two schools of thought. 

Ground-force strategists figure that the atom bomb is not likely to be used 
by either side in the next war. Their view is that the bomb is neutralized, | 
pretty much as chemical warfare was in World War II. They doubt if the U.S. would 
use the atom bomb unless Russia used it first. And they think Russia's fear of 
reprisal by America's atomic superiority would keep Russia from using the bomb 
except as a last deSperate resort. A-bomb, in their view cancels out. 

U.S. airmen in Germany, however, don't see it that way. They reject the 
analogy with chemical warfare in World. War II. They deny that fears of 
reprisal will keep U.S. from using the A-bomb, if necessary to stop Russia. Any- 
way, they reason, the A-bomb is just like TINT, only stronger. 

Guess of these U.S. airmen now stationed in Germany is that Russia would 
use the atom bomb in the initial stages of attack, and use it not to attack U.S. 
cities or ground forces but to attack U.S. bomber bases in England. Answer of 
U.S. to threat of such an attack is to keep bombers and bases dispersed all over 
the world. Answer of U.S. to attack itself, the airmen in Germany think, would 
be to drop A-bombs on 30 Soviet cities early in the war. 

At least, that's how U.S. airmen in Western Germany see it. 








>> Point to be emphasized, however, is that U.S. military planners in Western 
Germany don't expect Russia to start a war any time soon, See no signs of it at 
this time, and figure military intelligence will give U.S. ample warning. 
Soviet power, aS appraised by both U.S. and British military intelligence 
experts in Germany, is not now in a position to start a major invasion. Soviet 
forces in Eastern Germany are estimated at 300,000, not enough for invasion. 
Build-up of Soviet strength would be necessary before starting an attack. This 
build-up would require several weeks. It's assumed that U.S. and British 
intelligence in Eastern Europe could detect such a build-up while in process. 


U.S., warned in advance, could then do several things. It could issue an 
It could fly several hundred 








ultimatum to Moscow, threatening atomic reprisals. 
B-50s to bases in England, North Africa, the Middle East, let Russia know it. 
Or it could send reconnaissance planes over Moscow as a warning. If the Soviet 
build-up continued, if invasion seemed imminent, it would then be time for U.S. 


to face the major decision--to use A=-bomb before Russia does, or afterwards. 


>> At the moment, however, the only visible build-up of Soviet forces in 
Europe is near Yugoslavia, where Stalin's ex-comrade, Tito, defies him. 

Question is whether Stalin will start a blitz there, maybe try out his new 
bomb on Tito. From the way Moscow talks, Stalin is angry enough at Tito to go 
to any extreme to get rid of him, to get Yugoslavia back in his empire. 

Chances are, though, that Stalin is merely intensifying his war of nerves, 
isn't ready to risk major war or long guerrilla war by invading Yugoslavia. Idea 
apparently is to promote civil war, get Yugoslavs themselves to unseat Tito. 
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Better still, as so many b Ss. 
let us study them for you. For it 
thoroughly trained staff to analyaee 
factors of plant location and coordi#i 
your best advantage. 

In the B&O area is “the lion’s share™ 
raw materials, electric power. labor sup 
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within reach in unlimited quantities; countl 
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terranean reservoirs of cool, fresh water for 
processing and steam power. 
The best way of adapting these to your needs 
is... just tell us your requirements! Our Indus- 
} trial Development staff will submit—in con- 
fidence and without obligation—a factual study, 
custom-made for you. 
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ASK OUR MAN! 
Industrial Development representatives are located at: 


New York 4, N.Y.* Baltimore 1, Md.°¢ Pittsburgh 22, Pa. * Cincinnati 2, Ohio * Chicago 7, Illinois 
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MERE QUANTITY OF A-BOMBS NO ADVANTAGE: 
U.S. DEFENSES UNPREPARED 
AN INTERVIEW WITH DR. R. E. LAPP 


Formerly Executive Director, Interdepartmental Committee on Atomic Energy in National Military Establishment 





EDITOR’S NOTE: The world is talking about 
the A-bomb but the world really doesn’t know 
what an A-bomb can do. 

Few persons have ever seen an A-bomb. 

Dr. R. E. Lapp, who was interviewed in these 
pages last week, worked on the Manhattan Proj- 
ect and is familiar with what A-bombs look like, 
has handled them and knows what they can do. 
He witnessed the two tests at Bikini and tells 
now of his experiences in penetrating an area 
within two hours after the A-bomb was exploded. 

As Executive Director of the Atomic-energy 





committee set up by the Research and Develop- 
ment Board in the National Military Establish- 
ment, he has had occasion to study the atom 
bomb as a weapon of offense and defense. 

Because this subject is of continuing interest 
and may bring changes in global strategy, the 
editors of U.S. News & World Report invited 
Dr. Lapp to its conference rooms to discuss the 
true meaning of the “speed up” idea in making 
more atom bombs and the state of the defenses 
in the U.S. against bomb explosions. The ques- 
tions and answers follow. 








Q Since last week, Dr. Lapp, there have been many 
comments about the meaning of the Russian A-bomb. 
What is your opinion of the suggestions we hear 
about speeding up bomb production? 

A Well, frankly I think a “speed-up”’ is ill-advised 
if we concentrate only on making A-bombs. 

Q Does “speed-up” mean making more bombs or 
getting more materials for use in the bombs? 

A Well, it would mean both. 

Q The sources of the material are limited, aren't 
they? 

A That’s true. 

Q Is there any general knowledge as to the sources 
of Russia’s material? Does she have fissionable mate- 
rials within her own borders? 

A That is the big unknown. There’s only one 
mother lode of concentrated deposits of uranium in 
the world, and that’s in the Belgian Congo. 

Q And Russia doesn’t have access to that? 

A No, she doesn’t. 

Q What advantage would it be to us, let us say, if 
Russia has 250 bombs, and we had five times as many? 

A I can’t see any great advantage. When each 
side has what you might call a “healthy” number, if 
the other side gets five times as many, it isn’t going 
to make a tremendous difference in the course of 
your war. 

Q You mean that the third or fourth hundred won't 
make much difference because there won’t be much 
left anyway? 

A Well, partly, but I think you will have to go deep 
into the heart of what an atomic war will be like. You 
can imagine the Chiefs of Staff sitting down with a 
map of Russian cities and drawing circles, saying: 
“That we’ll bomb, and this we’ll bomb.” It’s a static 


a 


type of problem, and once the Soviet armies move 
out of Russia in a dynamic surge through Europe, 
strategic bombing operations alone will not conclude 
the war. 

Q Will the Russians, in your opinion, take defensive 
measures such as bomb shelters and partial evacua- 
tion of cities before they start a war? 

A Yes, they surely would. I’m sure we could get a 
considerable number of B-36s through and we could 
get more B-47s—[jet bombers] through. But here’s 
the problem that is somewhat unique in military af- 
fairs: In order to determine what expectable effect 
such obliteration has upon an enemy you can’t just 
draw circles on a map—that’s very ineffectual. The 
problem is essentially economic. You have to look 
into the transportation facilities and natural re- 
sources, and that is a far cry from the merely strategic 
problem of the number of planes or bombs you have. 

I’ve been trying to think of how we might summar- 
ize these things. Here are five points that are well 
known and accepted: 

1. It is well known that we are spending 15 billion 
dollars a year in our military establishment. 

2. It is well known that we have developed bigger 
atomic bombs than before. 

3. It is well known that the A-bomb must be deliv- 
ered by a B-36 or a B-50. 

4. It is well known that the war plans are based 
upon an atomic blitz of Russian cities. 

5. It is well known that we are going to increase 
an already sizable stockpile of atomic weapons. 

But here are the things that are not so well known: 

1. Our defense establishment is woefully unpre- 
pared for the effect of the Russian A-bombs. Our de- 
fenses are lopsided—some of them warmed over from 
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Atomic facts have been kept from U. S. military men since war, nuclear expert 


says—Result is unpreparedness to meet Russia’s weapon—Civil defense 


is considered neglected and long-range bombing overstressed 


World War II. The secrecy has had something to do 
with it—it has kept our own military people from 
knowing the bomb. 

2. Military men look upon bigger bombs more as 
scientific curiosities than as military weapons of high 
priority. 

3. The B-36 is still an experimental aircraft. As an 
atomic-bomb carrier it would have to prove its worth. 
Because of its huge size and range, its performance 
does not approach that of shorter-range high-speed 
craft. That’s obvious. If you have shorter range you 
can have higher speed. At higher speed you have 
greater ability to deliver bombs. 

I would say that the B-36 is the product of an Air 
Force which has based its strategy upon having no 
naval support. It would like to operate on the Se- 
versky type of strategy, where the plane starts from 
the United States and doesn’t depend upon advance 
stations. Now if you had advance stations operating 
with B-47s—[jet bombers, ] it seems to me you would 
have a much better possibility of making your initial 
strike. 

4. Most military plans we hear about are theoreti- 
cal without substantive evaluation of expectable re- 
sults. They’re based upon a top-heavy influence of 
air-power enthusiasts within the Joint Chiefs of Staff. 
This assumes static strategic planning by the Rus- 
sians, 

5. Increasing a bomb stockpile already large does 
not necessarily increase our security. 

6. The U.S. defenses against the bomb are pieces 
of paper—the civil-defense plans which Secretary For- 
restal started. The Hopley Report [“Civil Defense 
for National Security,” by Russell J. Hopley, Director, 
Civil Defense Planning, Oct. 1, 1948] has been buried. 


Tactical Value of Bomb 


Q What about this statement by General Jacob L. 
Devers, Chief of the Army Field Forces, that the 
Army should study the value of the A-bomb as a 
tactical weapon? 

A I think that a tactical weapon implies you have 
enough bombs so that you can divorce them from 
strategic bombing. I would support General Devers’s 
contention. 

Q But how would you use it as a tactical weapon? 

A Well, let’s make a theoretical situation. When 
you start a war with the enemy, the thing that you 
want to do is destroy what he can throw at you—not 
what he will have to throw at you a year from now. 
If the enemy is going to attack us tomorrow, he will 
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not attack Oak Ridge, nor will he attack the U.S. 
steel industry. This has an influence months and even 
years after the war starts. If he is going to work a 
blitz, he has to say: “Anything which affects the abil- 
ity of the enemy to fight in a major way within the 
next three months is what I am going to hit. Anything 
which affects it after three months I’m not going to 
worry about.” 

Q So what does he hit? 

A Well, one of the things he would like to hit very 
badly would be an atomic-bomb stockpile that he 
could get at. Supposing we reverse that situation and 
say we are going to attack Russia, what is the one 
kind of thing we’d like to do? We’d like to get their 
atomic bombs before they drop on us, because once 
the Russian bombers take off you’re not going to stop 
them. You’ve got to get their bombs before they take 
off from their fields. So in my opinion, if we know the 
site, the atomic bomb could be used as a tactical 
weapon to make a local invasion of that area and de- 
stroy the bomb stockpile. 

Q Why should Russia concentrate her bomb stock- 
pile—why shouldn't her bombs be scattered? 

A I’m pretty sure they won’t be scattered. 

Q Are you speaking of Russia or the United States? 


(Continued on page 32) 
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A I’m speaking of Russia now. 

Q Well, then, how do you get at their stockpile? 

A You have to use an invasion force. With an 
atomic bomb you knock out any land troops that 
happen to be there, and then you make your invasion. 

Q Well, is it feasible to send ground troops in back 
of a bomb burst? 

A Why not? 

Q Isn't there radioactivity? 

A No, that won’t hurt them. You make an air burst 
—that will make damage over a fairly wide area, 
killing the troops. I myself would go into an area 
over which there has been an air burst, right away. 

Let me tell you my own personal experience at Bi- 
kini to show you something about radioactivity rath- 
er than give you any technical data. 

I was on a submarine chaser which was the first 
one to enter the Bikini zone after the ‘“Baker’’ test, 
which was the underwater burst. We got in within 
two hours after the burst. We went into the target 
fleet, and within two hours we were off the Prinz 
Eugen, and as you know that ship was pretty well in- 
side the target circle. And I was in and out of the tar- 
get area all day and slid the boat in sometimes to take 
depth measurements of the radioactivity. And in the 
course of the day I got the most exposure of any per- 
son on that ship, and yet I got less radiation than 
what you get when you have a chest X ray. 

Now inside the circle you had a somewhat different 
problem because our ship hadn’t had any radioactive 
water dumped on it. But the ships that were there 
were contaminated, and there were no immediate steps 
taken for decontamination. A large number of the 
ships could have been operable, if you had been 
willing to take more than the peacetime tolerances of 
radiation. 

Another thing, the ships were much closer than 
you would ever have in ports, in a harbor condition. 
The boats were so close there wasn’t enough room 
to swing around in. They were anchored under what 
were definitely not normal conditions. 

Now, furthermore, there are some very significant 
things to ask yourself about how that test occurred. 
The test was made in deep water—175 feet of water 
—a tropical lagoon. It’s a rare harbor in the United 
States that duplicates Bikini. Most of the conditions 
you find in the United States are such that the water 
is 30 or 40 feet deep. 


Explosion Has Varied Effects 


Q Then shallow harbors are an advantage? 

A Well, you probably can’t duplicate the Bikini 
effect—you would have a localized effect. You have 
to define precisely what you want the bomb to do, 
if you’re attacking another nation. In a very cold- 
blooded way I would say that the bomb is meant to 
do, if you are aiming for destruction, as much dam- 
age per square mile as possible. To do that damage, 
you have several ways you can use the bomb. 

You can explode the bomb in the air and make a 


blast effect combined with the incendiary effect of 
the bomb. Or you can, if you wanted to kill people, 
use some of the radiation effect, although the blast 
effect would be superior. Finally you might say we 
could use the prolonged radioactivity. 

But if you use the prolonged radioactivity, we 
haven’t a single way by which you can maximize the 
other effects. That is, you can’t get your blast effect, 
your incendiary effect, and still get this radioactivity. 
You would then have to sacrifice what I would call 
the primary military aspect of the weapon to get a 
secondary one. 

Q What you have just said is generally known in 
nuclear physics? 

A Yes. 


How Would Soviets Attack? 


Q What is there to the idea that Russia’s bombs 
might tear up our seaports and prevent our supply 
ships from going out? 

A You mean by radioactive contamination? 

Q Yes. 

A It is tremendously overrated. 

Q You don’t think, then, that our ships would be 
interfered with at their harbors? 

A I don’t think this is the way the Russians would 
choose to attack us. I mean I don’t think it’s techni- 
cally feasible to do it that way. 

Q What form of attack do you think the Russians 
would use against us? 

A I don’t think they have to attack us deliberately 
in this country. They can hold the threat over us. But, 
after all, we are spending all this money for the Eco- 
nomic Co-operation Administration, and apparently 
Europe is the prize. Now if Russia takes Europe, it 
seems to me that Russia will not want to wage war 
with us. They will haye slave labor, they will have 
the European markets¥ they’ll take our South Ameri- 
can markets away from us. 

Q Now the Bikini tests: They knocked out the ships 
by radioactivity, but you don’t think that would be 
feasible in our seaports? 

A Let me explain a couple of things about that. 
First of all, the Bikini Report has never been made 
public. And therefore there is a great deal of rumor 
about what happened at Bikini. And when you talk 
about radioactivity you’re talking about a nonquan- 
titative thing unless you can specify it. 

Q Would you suggest turning the atomic-energy 
research back to the military? 

A No, never. 

Q What would you suggest? 

A Well, my feeling is that secrecy now is sort of a 
laugh. Here the Russians have the bomb—and we 
won’t let our own people know what the Russians 
obviously know. 

Q Your suggestion would be to relax a great deal of 
the secrecy? 

A Yes. I think that makes for automatic diffusion 
of knowledge. 
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Q Is this important from a defense standpoint? 

A Yes. In case there are atomic attacks on the 
United States, the military has very little to say about 
the defense of our cities. It’s not their problem. They 
even took civil defense out of the military and put it 
under the National Security Resources Board. 

Q The way things are evolving, does it look to you 
as if there will come a time in the not-too-distant 
future when every country of any consequence will be 
sitting there with a stockpile of atomic bombs? 

A No. The ability to have atomic bombs will de- 
pend first of all upon being able to get enough material 
in the primary form, in the ore. Secondly, it will de- 
pend upon having the scientific talent to get what 
they have called the bomb secret, and, thirdly, upon 
the technical resources to put together the primary 
ore aS one component and the scientific intelligence 
as the other component in evolving the bomb. 

Q Is it important, as you see it, to find out which 
process Russia used to produce her bomb material— 
whether she used the separation process of Oak 
Ridge, Tenn., or the plutonium process of Hanford, 
Wash.? 

A Well, the significance is in the fact that one might 
work more quickly than the other. 

Q If Russia now has the slower of these processes, 
it would be a longer time before she had a stockpile? 

A That’s right. 

Q What is the meaning of the comment we have 
heard in the last few days that we have a “long lead”’ 
or that we have a better “know-how?” 

A Well the “long lead’’ now is determined purely 
in terms of stockpile. The “lead” implies that it 
would take Russia so many years to build up that 
stockpile. And that might be true, if it felt it needed 
that many for a stockpile. 

Q You think, then, it might begin operations with 
a much smaller stockpile? 

A It might use the atomic bomb as purely a sword 
of Damocles. . 

Q In Europe, particularly? 

A Yes, 


Russia’s Scientific Resources 


Q Historically, is the Russian considered an able 
scientist? 

A In many fields the Russians are extremely good 
scientists. I would say that it doesn’t make much 
difference what nationality a man is—he can still be 
a good scientist. 

Q How much is there to the thought that they do 
not have the industrial experience with machinery for 
large-scale production that we have? 

A To my mind that would be a bigger limiting 
factor than the scientific resources. 

Q That might limit their stockpile in size? 

A It might very well do it. 

Q Would you say that an atomic armament race 
is different from a conventional armament race? 

A I think it is very different, because the numbers 


fail to mean anything after you reach what is con- 
sidered for military purposes an amount sufficient for 
an initial telling blow. 

Q Except, would you not say, that if you could find 
a way to use atomic bombs for tactical purposes an 
increased number might be necessary? 

A An increased number might be necessary under 
those conditions, but it seems to me that it all de- 
pends again upon the effectiveness of atomic bombs 
and what you’re going to do with them, as to what is 
really the objective. 

Q Based upon strategic bombing, as you see it, a 
large number is not necessary? 

A I do not believe so. 

Q But tactical operations depend upon the uses that 
might be developed for it? 

A Yes. It would depend upon the possible uses. 

Q Wouldn't it be safer, then, for us to continue to 
emphasize numbers? 

A I’m not at all sure of that, as fissionable material 
available is limited in quantity. 

You see, what I am thinking about is a balanced 
defense—a balanced defense in terms of what is the 
best possible way to give us the greatest sense of se- 
curity in the future. And to my way of thinking, the 
thing which would give us the greatest possible force 
for peace would be a strong force in Europe. I am sure 
that the French people would much prefer to have 
soldiers in Europe—rather than to have the atomic 
bombs there. In fact, the atomic bombs might even 
guarantee to them that they’d get hit. 


Need for Balanced Power 


Q Is there any way of making an educated guess 
about the optimal number of bombs that we should 
have? 

A That depends upon target analysis and what 
you hope to do with the bombs. The real question 
you are asking behind that one is, When will the Rus- 
sians capitulate? When 50 of their cities have been 
blasted off the map? — 75? We don’t know. What 
would we say in the United States today if Boston 
disappeared from the face of the earth—or, let us say, 
30 per cent of Boston went out—and 20 per cent of 
Detroit? Would we give up? I’m sure we would say, 
“No, we’ll fight.’”’ Well, supposing 10 more cities got 
20 per cent knocked out. What happens? 

Q Say you had enough bombs to knock out all the 
Russian cities— 

A There are an awful lot of Russian cities, and 
if by the time we started on the smaller ones, the Rus- 
sians were bombing our U.S. cities, our appetite for 
wholesale destruction might be dulled. It is more im- 
portant to strike at the offensive power-in-being of the 
enemy and not at her civilian populations. To con- 
duct a war in the future, if that is the grim prospect, 
we must prepare carefully, not recklessly. We need 
balanced power. We need a powerful modern ground 
force backed up by strong tactical air power and 
welded together by a re-energized Navy. 
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‘In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’’ 

GEORGE WASHINGTON 





WHY RUSSIA WILL NOT FIGHT BEFORE 1954 
AN INTERVIEW WITH LIEUT. GEN. SIR GIFFARD MARTEL 


Former Head of British Military Mission at Moscow 





EDITOR’S NOTE: To get a British military ap- 
praisal of the odds for and against the Russians’ 
starting a war in Europe, the associate editor of 
U.S. News & World Report in London asked 
Lieut. Gen. Sir Giffard Martel for his views. 
General Martel, now retired, has made a special 
study of Russia’s military situation. The follow- 
ing conversation between the General and the 
editor took place in London on the day of the 
announcement that an atomic explosion had oc- 
curred in Russia. 








LIEUT. GEN. SIR GIFFARD MARTEL, a member of 
a British Army family, served in both World 
War I and II. He was Assistant Director of Mech- 
anization in the British War Office in the period 
just before the start of World War II and became 
head of the Royal Armoured Corps in 1940. He 
went to Moscow as head of the British Military 
Mission in 1943 and held that post until his re- 
tirement in 1944. He is the author of numerous 
military books and has written extensively about 
the Russians’ strategic problems. 








Q Do you see any weakening just now in the posi- 
tion of Soviet Russia, General Martel? 

A I think Russia has been in a very weak position 
for a long time, and I think perhaps they’re showing 
a few signs of it just at present. 

Q Are you taking into account the Anglo-American 
announcements of an atomic explosion recently in 
Russia? 

A There seems little doubt that the Russians have 
an experimental bomb. But there also is very little 
chance of their having more than a few bombs in the 
next several years. 

Q Has there been a tendency in the West to over- 
estimate Russia’s capabilities? 

A Oh, very definitely. I’m quite sure on that point. 

Q In any future trouble, would you expect Ger- 
many to line up with the West, the Russians, or to try 
to straddle? 

A I should say that there was no chance whatsoever 
of Germany and Russia combining. I saw the Berlin 
railroad strike this year. And the Russians had taken 
Germans whom they could bribe and made them into 
Communist police. I saw them marched down a street, 
and clear the street, and the German railway people 
seized hammers and cleared them right out, and had 
heavy casualties doing so. 

Hatred, the most bitter hatred, exists between the 
Germans and any other Germans who have been 
bribed by the Russians. 

Q Do you favor any future use of German man 
power or resources for the defense of the West? 


A I think that’s very dangerous. I’m very definitely 
afraid of giving Germany any undue latitude in that 
direction. 

I think the way is for the West to combine and 
make it impossible for Russia to remain the threat 
that she is at the present moment. And that we should 
carry on along those lines. I don’t think that we should 
rely on a revived Germany to act as our protection 
against Russia. 


Need for Army of Regulars 


Q Do you think that Great Britain is adequately 
rebuilding her armed strength? Is enough, or too 
much, money being spent on defense? 

A I think that Great Britain is spending all she rea- 
sonably can, and making very great strides in the air 
and on sea. But we’ve made a great mistake in the 
Army in going in for a national army instead of a first- 
class regular army. That’s a great mistake. 

Q Have you formed any opinion, General, about 
the basic attitude on the Continent? Are the Atlantic 
nations preparing fast enough the necessary defenses 
so that the continental nations can feel reassured that 
they will be defended instead of liberated later on? 

A About the defenses of the Western nations, I 
should say we were going fast enough as regards the 
air and as regards the sea. I think the chance of the 
Russians waging a shooting war against us in the next 
five years is extremely small. But I think that where 
we are failing is that we are not building up the forces 
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Granted the A-bomb, Soviet can’t get stockpile and communications ready 
within five years, in view of British expert on Moscow’s strategy— 


Western nations advised to continue cold-war pressure 


necessary to support our cold-warfare policy which 
would help to liberate countries in Europe which are 
at present behind the Iron Curtain. 

Q Would you care to say anything further, Gen- 
eral, about your estimate that the West may have five 
years before they would face a Russia in any sense 
capable of shooting warfare? 

A That estimate is based simply on the fact that 
the Russian Army at present is in no way ready and 
prepared for a great war. The strength of the Russian 
air forces has, I think, been greatly exaggerated. Their 
communications by rail arid by road are very bad in 
Russia. 

The Russians are working at all these affairs to put 
them right, and, of course, they’re hoping to have ef- 
fective atom bombs by the time they take us on. I 
don’t see any chance of putting all those things in 
order—and stockpiling atom bombs—in less than five 
years. 

Q Will you explain why a build-up of Western 
ground forces might come ahead of further military 
preparedness in the air and on the seas? 

A Oh, I think we could do that simultaneously. 
We’ve got to be prepared on the sea and in the air, be- 
cause, although most of us don’t think it is at all likely 
that there’ll be a shooting war in the next five years, 
we can’t possibly afford to risk it. Therefore, we’ve got 
to be prepared. 

But personally I think the urgent thing is for us to 
get a number of first-class regular divisions, or troops 
enlisted for a sufficient time to be the equivalent of 
regular divisions—some from Great Britain, some 
from America, some from the other Western countries 
—and build up something like 20 divisions. Then we 
can do something in Europe. At the present moment 
we’ve got practically nothing at all. 


Russian Farmers Don’t Want War 


Q On another aspect of this, General, do you think 
the West is helping the Russian leaders to generate 
fear within Russia by some of the Western policies? 
Are we playing into the hands of the Russian rulers by 
some of our policies which they can misrepresent to 
their people? 

A I don’t think we are at the present moment. I 
have talked to the agricultural people in Russia in 


many different parts—down in the South in the 
Ukraine, in White Russia, up in the North around 
Archangel—and I was able to talk to the agricultural 
people when there were no Russian secret police lis- 
tening. I’m sure they told me the truth. They have no 
desire to fight with us. All they want is to till their 
land in peace. 

On the other hand, the Communists, of course, 
are telling these very pleasant agricultural people 
in Russia that the capitalists are coming to take 
their land. They point out how Germany alone got 
within 50 miles of Moscow in the recent war, and 
they say next time it’s going to be America and Great 
Britain against them as well, and that they’ll lose 
their land. 

When you tell people in a feudal country that 
someone is coming to take their land they’ll fight to a 
finish to save their land. That is the position in Russia 
which is so difficult, and it’s due to the fact that the 
Russian people have no idea of the truth. 


How the West Won at Berlin 


Q General, a point of view has developed in the 
United States that the military strength exhibited by 
the West in the Berlin “air lift’ made Russia soften 
her policy temporarily. Do you think that is so? 

A I should say that it was the pressure on their 
communications that had brought them to a standstill 
in Eastern Germany, that caused them to lift the 
blockade. We had practically no power at all in Ber- 
lin or anywhere near it. 

Q By pressure on her communications do you mean 
our counterblockade against trade with Eastern Ger- 
many? 

A That’s right. They couldn’t get certain essen- 
tials which they had to have in Eastern Germany 
and the whole situation was becoming terribly diffi- 
cult. The Russians gave in because they were being 
forced to. 

Q Does the current situation suggest to you a pro- 
gram of action for the West? 

A My point of view is that we, America and the 
Western nations, should quite definitely set up a head- 
quarters and study all this question of cold warfare in 
order to bring pressure to bear on Russia. That’s quite 


essential. 
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Soviet Bomb Adds Urgency to Air Secretary Symington’s Job 
As Policy of Emphasis on Very Heavy Planes Is Re-examined 


> W. Stuart Symington, an earnest and 
intense 48-year-old businessman-in-gov- 
ernment, holds a job that suddenly has 
taken on a new meaning, a new urgency. 
Mr. Symington is Secretary of the Air 
Force. Now that Russia has the secret of 
the atom bomb, the Secretary and his 
fliers—he is not one himself—are being 
forced to re-examine their place in the 
U.S. military scheme. 

Mr. Symington, always an_ insistent 
plugger for air power and more air power, 
is faced with a shifting pattern of air- 
power values. (See page 20.) Weighing 
the consequences of the Russian accom- 
plishment, some think he now must re- 
cast many of the ideas he has absorbed 
frcm or instilled in his aviators. 

These observers think Mr. Symington 
may have to give up some of his insistence 
on big bombers and devote more atten- 
tion to smaller aircraft—planes that can 
intercept a Russian bombing mission and 
support ground troops in action. They 
wonder how adaptable he may be to 
these changing emphases. 

The Air Force Secretary also has super- 
vision over much of the program for de- 
veloping rocket bombs, guided missiles, 
new weapons of a number of kinds. Alto- 
gether he is responsible for policy and 
action in a broad segment of the field 
directly affected by the Russian atomic 
achievement. 

All this makes him one of the most im- 
portant figures in the situation now 
developing. Despite this fact, Mr. Sym- 
ington’s personality is not well known to 
the country generally, and a knowledge 
of his experience and trend of thought is 
obviously of value in assessing the period 
ahead. 

When his decisions are made, they will 
be tested in the annual inter-service 
scramble for appropriations. To this tussle 
for money Mr. Symington brings a per- 
suasiveness that has become almost leg- 
endary in Washington. 

Money. He is lanky, handsome and 
informal. He chews gum and likes to 
prop his feet on his desk or any con- 
venient support. He likes to talk, casually, 
slangily, and volubly, about air power and 
his Air Force. His air of relaxation, how- 
ever, hides an inner tautness that works 
itself out before his intimates in a driving 
energy, insistence on reaching his goals 
and hours of tough concentration on the 
work at hand. 

Congress likes him and has listened to 
him in the past. So far, he has been mak- 
ing the biggest strides in getting more 
of the nation’s defense dollar, and the 
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AF’s share has constantly increased. His 
insistence on a big Air Force has gone to 
the point of challenging the decisions of 
his superiors and persuading Congress 
tha. he, not they, was right. 

This happened when the late Detense 
Secretary James V. Forrestal overruled 
him on his plea for a 70-group Air Force. 
Although Congress agreed with Mr. Sym- 
ington at the time, AF since has been 
reduced to 48 groups. Mr. Symington is 





ment ladder, Mr. Symington has tried to 
introduce business methods in his De- 
partment. There is a new system of pur- 
chasing and accounting, and he brought 
in buying experts from the field of busi- 
ness to set it up. Tangled lines of com- 
mand have been straightened and 
slimmed. He has been insistent on cutting 
costs wherever, in a bureaucracy, they 
could be reduced. 

Mr. Symington was born to wealth in 
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SECRETARY SYMINGTON 
The favorite subject: Air power 


expected now to renew his demand for 70 
groups. And an air-minded Congress, 
startled by the Russian development, may 
tend to back him up again. 

Fixation? If Mr. Symington is wedded 
to any one concept of air power, it is the 
big bomber. His insistence on quantities 
of B-36s, at’ cost of cutting back orders 
for smaller planes, made him the center 
of Washington’s hottest recent dispute 
and of a congressional investigation. 

Those who know Mr. Symington say 
he will welcome additional numbers of 
smaller planes. But he can be expected 
to put up a fight for his B-36s too, and, if 
there is not enough money for all types, he 
will settle for a reduction in his contem- 
plated big-bomber fleet only with the 
greatest reluctance. 

Businessman. As a_ businessman, 
perched on a high rung of the Govern- 


Amherst, Mass., grew up in Baltimore 
and was graduated from Yale. The famil\ 
owned a number of business enterprises. 
joined together under the Symington 
Companies, of Rochester. During a 1916 
summer vacation, he likes to recall as a 
matter of historic irony, he was working 
in a foundry that made shells for the 
Russian Government. 

After college, the family had some 
difficulty in fitting him into its business 
scheme. He tried working for several of 
the companies. But he was critical of pro- 
duction and other methods and unhesitat- 
ingly said so. The family didn’t like it, 
and, he says, fired him twice. But under 
such circumstances there is always an- 
other chance. 

Mr. Symington finally hit his stride as 
president of the Colonial Radio Co. from 
1930 to 1935. Then he took over the 
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Rustless Iron and Steel Co. and it pros- 
pered. Finally, at 36, Mr. Symington 
decided that he had enough money and 
had had enough of business. He an- 
nounced that he would retire and devote 
his time to the serious business of improv- 
ing his golf. 

It did not work out that way, however, 
Instead, he was talked into taking over 
the Emerson Electric Manufacturing Co., 
a run-down St. Louis enterprise, riddled 
with debts and beset with labor troubles. 
Emerson Electric had been the scene of 
one of the longest sit-down strikes. 

Mr. Symington worked with the union, 
undeterred by the fact that its leader was 
an avowed Communist. While shocked 
St. Louis businessmen looked on uneasily, 
he sat down with the Communist and 
worked the whole thing out to a point at 
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ON NAVY MANEUVERS: SECRETARIES JOHNSON, GRAY AND SYMINGTON 
The only comment: ‘‘Fine“‘ 


which the company, on its feet again, 
installed a profit-sharing plan. 

Air power. Mr. Symington had his 
first contact with aircraft, and Govern- 
ment, in April, 1941. The Army Air Corps, 
as it then was called, asked him to join 
a group in studying British production of 
power-driven aircraft gun turrets. He re- 
turned from England convinced that 
Emerson Electric could do a better job 
than the British. In a short session he 
persuaded his board of directors to go 
into the turret-making business, although 
one director confessed at the close of a 
meeting that he still did not know what 
an aircraft gun turret was. 

One result of the decision was that 
the company built a 15-million-dollar 
gun-turret annex. Another was that in ob- 
taining financing Mr. Symington met John 
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W. Snyder, then a vice president of a 
St. Louis bank, long an intimate of Presi- 
dent Truman, and now Secretary of the 
Treasury. 

Mr. Snyder and Mr. Truman brought 
him to Washington, to eliminate a grow- 
ing confusion in the sale of surplus war 
items, then scattered among a number of 
agencies. Mr. Symington formulated a 
plan for centralizing sales policy and sales 
and was ready to return to St. Louis. 
There was, however, another job for him. 

Air Secretary. Mr. Truman appointed 
him Assistant Secretary of War for Air. 
His particular assignment was unification. 
Mr. Symington helped with tentative 
drafts of a unification bill. He worked in- 
cessantly to put it through Congress. In 
the process, the Navy found differences 
with Mr. Symington that have been in- 
tensified since. 

With the passage of the unification bill, 
Mr. Svmington became Secretary of the 
Air Force and began applying his driv- 
ing energy to building up that service. He 
takes a personal interest in all develop- 
ments, and is constantly flving off to some 
distant point for an inspection or to make 
a speech on his favorite subject, air power. 
Otherwise, he divides his time between 
the Pentagon Building and his suite at 
the Shoreham Hotel. Washington's eager 
hostesses find him an adroit invitation 
dodger. 

Mr. Symington was on terms of inti- 
macy with the late Mr. Forrestal, despite 
his going over the latter's head to Con- 
gress on the size of the Air Force. They 
spent hours together, both in and out of 
the Pentagon, canvassing courses of ac- 
tion and exchanging ideas. 

He gets on well with the new Secretary 
of Defense, Louis A. Johnson, but is con- 
sulted less frequently. Some close ob- 
servers detect signs that Mr. Symington’s 
influence as a maker of high military 
policy may be waning in some degree. 

After his long controversy with the 
Navy on the question of whether the 
latter should have a part in strategic 
bombing, Mr. Symington fell in readily 
with Secretary Johnson’s suggestion that, 
after all, he really ought to see how an 
aircraft carrier works. He never had been 
aboard one at sea until a week or 30 ago. 
With Army Secretary Gordon Grav and 
top AF and Army brass, he watched the 
Navy show what it could do. 

His only comment was “fine,” but ob- 
viously his own ideas had not been shaken 
at all. Those ideas are that,<if the air over 
a nation is controlled by an enemy, that 
nation can be as disastrously defeated as 
though occupied by an enemy army. An- 
other controlling idea is that the U.S. 
must have air power “in being,” an ade- 
quate air force ready for action, because 
it cannot be mobilized as was the Army 
in former wars. There is not time. 

Mr. Symington, with his driving will to 
work, is to put these ideas to the test in 
the weeks and months just ahead. 
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Special Report. 


New centers of industry are 
coming up fast, prompting all 
business to take another look at 
markets, plant sites, etc. 

Industry, over all, continues to 
grow. But expansion in old areas 
is slower than in the South and 
West, new census shows. 


Shifting of industry away from some 
States and regions and into others, ac- 
celerated during war, has continued 
since the war. 

The trend, definitely, is toward decen- 
tralization. It is away from big cities, 
toward smaller areas. There is a shift, 
too, from North to South, and from East 
to West. Yet, while the rate of growth is 
most rapid in new industrial centers, the 
older industrial areas continue to expand 
and to dominate output of most products. 

Precise measurements of what has 
gone on within industry during and after 
war are available for the first time. These 


(This article represents the result of an 








=a extensive research on a problem of out- 


standing importance in National Affairs.) 


INDUSTRY MOVES SOUTH AND WEST 


New Areas Are Expanding Faster Than Old 


measurements are provided by the census 
of manufacturers taken last year for 
1947. The resulting mass of data only 
now is being analyzed for ready under- 
standing of businessmen making new 
plans, and for all individuals who are in- 
terested in industrial trends and markets. 

To show what the census has found, 
U.S. News & World Report brought to- 
gether and analyzed this important in- 
formation, along with more recent Gov- 
ernment reports, to give the new picture 
of U.S. industry. Later reports will focus 
on each region individually, and show 
major industrial developments within in- 
dividual States. 

On an over-all basis, there have 
been broad changes—for industries and 
for regions. Some industries doubled in 
size and output, while others have lagged. 
Some regions, too, have made rapid gains 
in manufacturing, while others have lost 


ground relative to the U.S. as a whole. . 


The accompanying map gives the out- 
line of the industrial change. It shows 
where manufacturing gains have been 
greatest and where least. Basis for this 


rating is the value that is added to goods 
by manufacturing—the sale value of 
products over and above the cost of ma- 
terials that went into those products 

Biggest gains i manufacturing, 
clearly, are being made in areas where 
factories have been few and far between. 
Not a single one of the 11 States making 
the big gains had as much as 2 per cent 
of all U.S. manufacturing in 1939. And 
only four of the States that made even 
average gains had that much in 1939. 

The agricultural South shows the most 
rapid rate of expansion. Only other States 
in the fastest-gaining group are Oregon, 
Idaho, Kansas and Nebraska. It’s in the 
South that new factories springing up 
have brought the big relative increases. 
Arkansas had 17 factories in 1947 tor 
every 10 in 1939. So did North Carolina 
and Alabama. 

Texas had nearly two factory produc- 
tion workers in 1947 for every one in 
1939. Not far behind are Kentucky, Mis- 
sissippi, Kansas and Nebraska. 

Above-average increases are scat- 
tered over all of U.S., except New Eng 
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land. Alabama and Louisiana are high 
on the list. With California, they barely 
miss being in the high group. 

Below-average gains—less than the 
903.7 per cent gain of U.S. as a whole— 
are concentrated in the older industrial 
areas, from Michigan and Ohio on east 
and north. But the small percentage 
gains of the big industrial areas show up 
large in absolute dollars and numbers of 
factories. New York is an example. Its 
increase of 6.3 billion dollars in value 
added by manufacturing—small in per- 
centage gain—amounts to more than the 
entire amount of value added by manu- 
facturing in all the 24 least industrialized 
States. 

Smallest gains of all in industry are 
in agricultural and mining States of the 
West. But some of the lagging States are 
in the East—Rhode Island, New Jersey, 
Connecticut and Maryland, along with 
the District of Columbia. Again, the 
small percentage gain in the industrial 
State of New Jersey stands for an in- 
crease of well over 2.6 billion dollars in 
value added. New Jersey’s increase alone 
is nearly three times the value added by 
all manufacturing in the eight Mountain 
States. 

Changes within industry are no 
less important. They provide important 
suggestions for businessmen who are 
looking for markets for particular prod- 
ucts. 

Textile mills, for example, have ex- 
panded rapidly in newer industrial re- 
gions, while older regions have lagged. 
New England and the Middle Atlantic 
States of New York, Pennsylvania and 
New Jersey still have the big share of 
the industry. But their share has shrunk 
from more than 56 per cent of the total 
to less than 49 per cent. The South 
Atlantic States, meanwhile, have claimed 
a growing part of the textile industry. 
Their share has grown from less than 30 
per cent to nearly 38 per cent. 

What those figures mean to the regions 
involved is shown by the fact that the 
share lost by New England and the Mid- 
dle Atlantic States would have meant 
another 400 million dollars in value add- 
ed by manufacturing in those States in 
1947. Other States gaining in textiles 
were in the East South Central region 


—Kentucky, Tennessee, Alabama and 
Mississippi—and in the Pacific Coast 
region. 


Clothing industry added 219 per cent 
more value to goods in 1947 than in 
1939, for one of the big industry gains. 
And where those gains occurred is shown 
by the census. South Atlantic States— 
from Delaware, Maryland and West Vir- 
ginia on South—were the big winners, 
along with the Pacific region. 

Electrical machinery, fastest-growing 
industry of all, achieved an increase of 
313 per cent in value added in 1947 over 
1939. And it became a bit more concen- 
trated in the East North Central States 
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“Tt helped determine our fire loss’”’ 


Suppose that fire should destroy all or 
part of your home tonight. Could you 
determine the value of every article lost 
or damaged? As a matter of fact, could 
you list from memory every item of per- 
sonal property in your home—room 
by room? 


Probably not! Yet a detailed inventory 
of household goods and personal arti- 
cles could be of great importance in 
determining insurance values in case of 
fire; it could simplify and speed up 
your insurance settlement. 


Employers Mutual, a seasoned organ- 
ization in the fire insurance field, has 
published a handy booklet, *‘Personal 
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Regardless of who handles your fire insurance, we will gladly send you, 
free of any obligation, a copy of this immensely valuable booklet upon, / = 
request. Write for your copy of “Personal Property Inventory” today. / 
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Property Inventory,’’ which makes it 
easy for you to make and keep an 
accurate record of every article in your 
home, room by room. Without ques- 
tion, it is the most convenient record 
book of its kind ever devised. It helps 
you decide how much fire insurance you 
should carry—and may prove to be the 
most valuable book you own, should 
a fire damage or destroy your home. 


Employers Mutuals write Workmen's Com- 
pensation— Public Liability— Automobile— 
Group Health and Accident—Burglary— 
Plate Glass—Fidelity Bonds—and other 
casualty insurance + Fire— Extended Cover- 
age—Inland Marine—and allied lines. All 
policies are nonassessable. 
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between Chicago and California 


That’s right, chico! This famous streamliner 
really has what it takes to please those 
who appreciate the best in travel. 

All private rooms and suites. 

Friendly hospitality.. Delectable meals 
a la Fred Harvey. Smooth speed 

(just 3934 hours between Chicago 

and Los Angeles). Extra fare. 

On your next trip between Chicago 
and California, take the Super Chief! 


Santa Fe the Chief way to California 
ZSZSZSZS SZ SSS SSS 


R. T. Anderson, General P ger Traffic Manager, Santa Fe System Lines, Chicago 4, Illinois 
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Special Report 





around the Great Lakes. That region in- 
creased its share of the industry total to 
42 per cent. New England and the three 
Middle Atlantic States lagged behind. 
And the South Atlantic region and much 
of the whole West got large shares of the 
additional electrical-machinery plants. 

Other machinery made the second 
biggest gain—284 per cent in value add- 
ed. New England again lagged in the 
gain, but all other regions east of the 
Mississippi expanded their shares of out- 
put and employment in the machinery 
industry. And _ still more concentration 
resulted in the area from Illinois east to 
New York and New Jersey. That region 
now has nearly three fourths of the in- 
dustry. 

Fabricated-metal products, as an in- 
dustry, also massed more and more in the 
East North Central States around the 


wiconee taaenae 
INDUSTRIAL EXPANSION 
Southern States are gaining 


Lakes. By value, more than half of the 
thousands of products fabricated of metal 
now are made in that region. But no 
region except the Atlantic Coast failed 
to get a larger share of this industry in 
1947 than in 1939. 

Lumber industry, including all lum- 
ber products except furniture, expanded 
rapidly from 1939 to 1947, increasing 
its added value by 254 per cent. It was 
the Pacific and the Mountain States that 
gained most in factories, employment and 
output of lumber and products. The 
Pacific States made big gains, too, in 
food-processing plants and plants for 
making rubber products, as well as in 
such transportation products as airplanes, 
ships and automobiles. 

Biggest expansion in the paper indus- 
try, the census shows, is in the South, 
where the share of value added jumped 
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from 15.5 per cent of the industry total 
in 1939 to well over 20 per cent in 1947. 

Shifts of industries from city to city, 
too, have involved thousands of new 
plants and millions of workers. The 
census gives the picture in a report on 
the 53 “standard metropolitan areas” 
that have 40,000 or more manufacturing 
employes. 

Metropolitan areas that are gain- 
ing most, again, are not the biggest cen- 
ters of industry. Only “Los Angeles, 
among the big industrial metropolitan 
areas, made a top gain. And only one 
other of the ten biggest industry centers 
in U. S.—Cleveland—made even as much 
as the average gain of 203.7 per cent in 
manufacturing. 

Second biggest expansion, next to that 
of Los Angeles, was made by Houston. 
That city’s increase in production work- 
ers was nearly twice the national av- 
erage. In value added, too, that city’s 
factories kept far out in front of the av- 
erage advance. The Louisville area made 
an even bigger gain than Houston in 
value added by manufacturing, but its 
factory employment grew less. Top gains 
also were made by the Minneapolis- 
St. Paul area and the Springfield- 
Holyoke area. 

Gains made by the big centers mean 
big changes in terms of numbers of plants 
and employes—if not in percentages. In 
the New York City and northeastern New 
Jersey area, for example, the number of 
factories rose from 34,102 in 1939, to 
48,287. That increase of more than 14,- 
000 factories—the gain alone—is more 
than the entire 12,278 factories that were 
operating in 1947 in Chicago—the second 
biggest metropolitan industrial area. 

And the relatively small percentage 
gain in manufacturing registered by 
the big New York metropolitan area 
amounted to well over 6 billion dollars 
in value added. That was about one 
eighth of total gain made by all U.S. 
factories together. 

What is shown, in brief, is that the 
South, the Pacific Coast and some of the 
Great Plains States are making tremen- 
dous strides in industrialization. New 
plants that employ thousands of workers 
still are being built in those regions. And 
industries that are new to those States 
are moving in all the time. But the great 
part of all products of industry still 
comes out of the areas in which manu- 
facturing first started in any significant 
amount. That area is the North and East, 
from Illinois on through New England. 

The Northeast, too, is still the mass- 
market region of U.S. But, as industry 
grows and moves southward and west- 
ward, demand for goods and services in 
those areas is expanding. Later reports in 
this series will show where, how and 
why. 
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To the man who thinks 
he needs a special building 


These three types of Luria 
Standard Buildings can be 
adapted to meet practically 
every building requirement 
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SERIES 


Clear-span, rigid-frame buildings — 
available in 40 to 100 foot widths 


SERIES - 


Center column buildings — available 
in 50 to 100 foot widths 











SERIES 


Clear-span, rigid-frame buildings, 
with crane runway. Available for 
40 to 80 foot crane spans. 
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...and wants to cut costs 
without “cutting corners” 


No matter how “special’”’ your building 
requirements may be, chances are they’re 
standard with Luria. For Luria buildings 
offer far greater flexibility of arrangement 
and architectural treatment than has ever 
before been available in a standard line. 
And even if your requirements do call for a 
special design, Luria can provide exactly 
the building you need, and still retain the 
fullest possible use of standard parts for 
maximum economy. 

What’s more, Luria has cut building cost 
without compromising on quality! Savings 
have been made not by using less steel, but 
actually by using more—in the form of 
fewer and heavier members which require 
less fabrication and handling, and can be 
produced in quantity at minimum cost. 

That’s why Luria can offer you a per- 
manent building that will meet your exact 
requirements for so much. less than you’d 
expect to pay. For complete information, 
send in the coupon below for a copy of our 
20-page catalog. 
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LURIA ENGINEERING CORPORATION Dept. U39 
500 Fifth Ave., New York 18, N. Y. 


Gentlemen: Please send me a copy of your 
new catalog. I am primarily interested in: 


CD Industrial Buildings [) Schools [) Airport Buildings 
C] Other (specify) 
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FORD PLAN: PATTERN ON PENSIONS? 


Company Protected From Skyrocketing Costs 


Ford’s plan of pensions for 
workers protects company from 
higher payments for at least 5/2 
years. Cost to company, in fact, 
will decline as Government raises 
old-age benefits. 

Workers with 30 years’ service 
may retire at $100 a month on 
pensions paid for jointly by Gov- 
ernment and company. But work- 
ers themselves join employer in 
footing bill for insurance. 


The Ford Motor Co.’s new plan for 
paying pensions and insurance benefits 
to workers has important meaning for 
other employers. It is this: 

Pensions of $100 a month, but no 
more, are to be paid Ford workers with 
30 years’ service on retirement. This in- 
cludes what they will get from their 
Government old-age pensions. Ford pays 
the entire cost of its own pension plan, 
without contribution from workers. 

Wages are frozen at present rates 
for 15 months. Workers are to get no 
wage increase now, and the Auto Work- 
ers union representing them cannot ask 
for a raise before Jan. 1, 1951. 

New demands for pensions can- 
not be made by the union for five and 
one-half years, until March, 1955. 

Insurance benefits are to be paid 
for jointly by workers and company. 
This continues the program now in effect. 

Ford, in signing a contract with the 
United Auto Workers, becames the first 
major company to accept the policy of 
noncontributory pensions laid down re- 
cently by President Truman’s steel fact- 
finding board. The effect on other em- 
ployers, both in and out of the auto in- 
dustry, could be widespread. 

On pensions, Ford is assured of no 
change in the plan for more than five 
years. This is an answer to employers’ 
fears that, if they adopt the principle of 
noncontributory pensions, they will be 
faced with demands by unions to increase 
the size of the pensions every time a con- 
tract expires. They have seen that happen 
in coal every year since that industry set 
up a welfare fund. 

In fixing a ceiling of $100 a month 
on a worker’s pension, Ford will get the 
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benefit of any rise in Government pen- 
sions that might be approved by: Con- 
gress. If federal pensions go up, Ford’s 
pension cost goes down. The company’s 
pay-roll tax for Social Security will rise, 
but not as much as the cost of the com- 
pany’s own private plan will go down. 

Cost to workers, on the other hand, 
will increase if and when the Government 
raises its old-age benefits. Workers, who 
will pay nothing into Ford’s private plan, 
now pay | per cent of their earnings up 
to $3,000 a year into the Government’s 
pension plan. Congress is likely to raise 
this tax to 1.5 per cent next year on the 








—Warren in Cincinnati Enquirer 


‘SHINE ON, HARVEST MOON’ 


first $3,600 of wages, and the tax may go 
even higher in later years. 

Cost to the company of its new pen- 
sion plan is put at 8% cents an hour per 
worker. Total cost will go down as 
federal pensions go up. The company is 
free to finance the plan as it sees fit, and 
apparently does not plan to set up a huge 
reserve fund at the start, as is required 
under some plans. The company and the 
union will decide jointly who is eligible 
for benefits. 

Retirement age for a Ford worker is 
to be 65, but he may work until he is 68 
if he desires. He must, however, retire at 
68. Under the plan in effect in the coal 
mines, a miner may retire at 60, and 
collect a pension of $100 a month over 
and above his Government pension. 


The Ford plan also requires a worker 
to have more years of service before re- 
tiring than the miners’ plan. At Ford, 30 
years of service is needed to draw the 
maximum of $100 a month, whereas a 
miner needs only 20 vears. A Ford work- 
er who has less than 30 years of serv- 
ice will retire on a smaller pension at 
the age of 65. If, for example, he re- 
tires after 25 years’ service he will get 
$83.33 retirement pay, or 25/30ths of 
the $100 maximum. 

Pension payments to Ford workers 
are to begin April 1, 1950. This is a 
significant date in the auto industry, since 
it is about the time that the United Auto 
Workers will be making demands on Gen- 
eral Motors Corp. The General Motors 
contract expires May 28, 1950, and the 
union is sure to demand a similar pension 
plan from this company. 

Disabled workers at Ford may retire 
at age 55, or later, after 30 years of serv- 
ice. They will receive pensions of $50 a 
month, which will be adjusted downward 
if federal disability payments are adopted 
in the future as part of the Social Security 
System. 

Unions, as traditional supporters of 
higher federal old-age pensions, may les- 
sen their pressure on Congress if industry 
generally moves in the direction of the 
Ford pension formula. There will be less 
enthusiasm for higher federal pensions 
if, to get them, union members have to 
pay higher pay-roll taxes, while pension 
costs of employers are declining. 

In the field of wages, the union 
settled for no increase. Ford workers now 
get an average of $1.65 an hour, and 
present rates remain in effect at least until 
Jan. 1, 1951. This 15-month wage freeze 
is expected to prove a stabilizing factor in 
the auto industry, since other companies 
will insist on similar provisions in their 
contracts. General acceptance of the wage 
freeze would assure no authorized strikes 
over wages during such a period. 

In the field of insurance, the Ford 
agreement adds one benefit to those al- 
ready received by workers, without extra 
cost to them. The company will pay $4 
a day toward medical expense, up to a 
maximum of $280 for 70 days when a 
worker is hospitalized. This is in addi- 
tion to the existing program of health, 
life and accident insurance to which 
workers will continue to contribute 3% 
cents an hour. The union had demanded 
that the company pay the entire cost of 
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SOCONY-VACUUM OIL COMPANY, INC., and Affiliates: MAGNOLIA PETROLEUM COMPANY, GENERAL PETROLEUM CORPORATION 


LITTLE BUSINESS 


GOES TO TOWN 


EMEMBER when the town’s one service station 
R' had one pump . . . could serve only one thing 
— gasoline? 

Look at it today—a successful, independent 
business fully equipped to supply a complete line 
of products and services for the town’s Cars. 

How is your Mobilgas dealer able to do it? On 
whom does he rely for help? 

Take a look at the trademark over his station. 
That famous Flying Red Horse stands for every- 


1400 INDEPENDENT JOBBERS— 
45,000 INDEPENDENT DEALERS IN THE U.S.A. 


Rely on the Famous Flying Red Horse for What You Want! 






Because It Has 
Exactly What The Town 
Needs And Wants! 


thing he needs to keep competitive . . . scientitic re- 
search for vital product development . . . the latest 
in refining advances . . . new pipelines, tankers and 
storage facilities for top economy of oil transport 
and handling. 

“Little business”? ...Yes... but count on your 
Mobilgas dealer for fine service and quality. He's 
backed and supplied by the competitive efficiency 
and integrated organization of a leading American 
oil company—Socony-Vacuum. 




















SOCONY-VACUUM 








Labor Week 

















—White in Youngstown Vindicator 


“GREENER PASTURES’ 


insurance as well as pensions, but gave 
in on this point. 

All in all, the auto union came out of 
the long negotiations with the total “pack- 
age” of pension and insurance benefits 
recommended by the fact-finding board in 
steel, measured in total cost to the em- 
ployer. Ford will pay a total of 10 cents 
an hour per worker for pensions and in- 
surance, but only 8% cents of this repre- 
sents an increase. The company has been 
paying 1% cents for an insurance plan. 

The steel panel estimated that a total 
pension of $100 a month, including So- 
cial Security benefits, would cost an em- 
ployer 6 cents an hour. It recommended 
also that the employer pay an additional 
4 cents for social insurance. With the 
Ford pension cost estimated at 8% cents 
an hour, there is less left for the employ- 
er’s contribution toward insurance than 
the board recommended. 


MANY SMALL FIRMS 
GRANTING PAY RISES 


The policy of no pay rises, laid down 
for big industry by the steel fact-finding 
board, has not stopped smaller employ- 
ers from raising wages. Every week 
brings a new batch of fourth-round in- 
creases. A few of the latest include: 

Electricians won raises of 10 cents an 
hour on power-line construction projects 
under a contract with the AFL Electrical 
Workers. The increase brought the rate to 
$2.12 an hour for journeymen mechanics 
and $1.22 for laborers. 

Aluminum. A 7-cent raise was granted 
to CIO Steelworkers by Reynolds Metals 
Co. in mines and plants in Arkansas. Four 
cents of this is in lieu of holidays and the 
rest for equalizing area differentials. 


de 


Zinc. After a year-long strike, em- 
ployes of an American Zinc Co. plant at 
Fairmont City, Ill., are to get a raise of 
13 cents, effective next January. The CIO 
Mine, Mill and Smelter Workers cannot 
file new wage demands during 1950. 

Newspapers in Chicago granted 
raises of $10 a week to members of the 
AFL Typographical Union who had been 
on strike for 22 months. 

Breweries in San Francisco granted 
raises of 12 per cent to office and clerical 
employes. The maximum increase was 
$25. The AFL Office Employes Union 
also won a health and welfare plan. 

Trucking firms in various cities gave 
increases ranging from 7 to 13% cents an 
hour to AFL Teamsters. 

A paper mill in Illinois gave a 3-cent 
raise to most employes, 10 cents to top 
maintenance workers. 

A leather firm gave an increase of 2% 
cents an hour at Sault Ste. Marie, Mich., 
CIO Fur Workers reported. 

Furniture companies in Minneapolis 
agreed to a 5-cent raise in a two-year con- 
tract with AFL Upholsterers. 

Machinery firms in two cases gave 8- 
cent raises to CIO and AFL unions. 

Apartment-house owners in Chicago 
gave 10 per cent increases to janitors 
represented by AFL Building Service 
Employes. 

Increases were denied workers in vari- 
ous other agreements. These included a 
contract between Chicago Furniture Man- 
ufacturers Association and the AFL Up- 
holsterers and an agreement of the AFL 
Potters and the United States Potters As- 
sociation. The latter agreement affects 
dish-manufacturing plants in Eastern and 
Midwestern States. 


CRIPPLING EFFECTS 
OF ONE RAIL STRIKE 


What happens when a large area of the 
country is deprived of rail service is 
shown by the results of a strike against 
the Missouri-Pacific Railroad. 

A walkout of four railroad brother- 
hoods on September 9 stopped all trains 
on the line’s 7,200 miles of track in 11 
States. Many towns lost their only rail- 
road service. 

Factories in dozens of cities were 
forced to close down or reduce operations 
because of inability to get materials and 
parts. Others slowed production when 
they could not ship out the finished arti- 
cles. Workers were laid off. 

Grain elevators have been doing 
little business since railroad deliveries 
were stopped. Trucks could not handle 
the loads. 

Oil refineries often were caught 
without alternate rail outlets for their 
tank cars. One firm in Wichita, Kans., 


began laying emergency tracks to another 
railroad in an effort to resume its custom- 
ary shipment of more than 500 tank cars 
of oil a month. 

Highway-construction projects be- 
came more expensive. Arkansas officials 
reported that the State was paying out 
$20,500 a day in extra costs for moving 
road materials by truck instead of by 
railroad. 

U. S. mail managed to get through, 
as usual, but often only after long de- 
lays. One town complained that mails 
had returned to the speed of the pony- 
express days. Extra trucks were hired to 
replace train service, but sometimes there 
were not enough trucks to carry the load 
usually handled by dozens of fast trains. 

Trucks also bore part of the freight- 
shipment load between cities in the 11- 
State area, but again there were delays. 
Some: freight was sent over other rail- 
roads, often by roundabout routes. Trucks 
were unable to handle all the big bulk 
shipments. 

Bus lines took over part of the pas- 
senger load of the Missouri-Pacific, but 
this meant delays and crowded busses. 
Universities reported incoming students 
late for registration. Salesmen found it 
harder to get from town to town. 

Hotels felt the strike through can- 
cellations by tourists who decided to 
avoid the area until the strike ended. 

Stores suffered considerable loss of 
business, especially in the towns where 
railroad workers make up a big propor- 


tion of the residents. 


The layoff of 1,500 railroad employees 
in Sedalia, Mo., for example, was a blow 
to commerce, as these workers are the 
largest single source of income for the 
community. 
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WHEN THEY STOPPED MOVING ... 
... eleven States were affected 
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Increased Purchasing Power 
in The Middle South... 





IN ARKANSAS—NATIONAL LEAD COMPANY located 
this baroid plant at Malvern because it was adjacent to 
expanding markets and desired raw materials. Oil fields in 
the south and southwest provide a growing market for 
the product, which is made from Arkansas-mined barite. 





IN LOUISIANA—WESSON OIL & SNOWDRIFT CO.,INC., 
New Orleans, has been expanding its facilities steadily 
during recent years. Expanding markets, availability of 
raw materials and diversified transportation facilities are 
among the principal reasons for this Middle South ex- 
pansion. Other Middle South operations of this company 
include the Southern Cotton Oil Company’s refinery at 
Gretna—shown above—oil mills and cotton gins in the 
Natchitoches-New Roads-Eunice areas, the Southern 
Shell Fish cannery, Harvey and the modern plant of Blue 
Plate Foods, with separate coffee division, New Orleans. 





IN MISSISSIPPI—STAHL URBAN COMPANY, one of the 
oldest work clothing manufacturers in the country, estab- 
lished 1871—manufacturers and national distributors of 
work and sport clothing—have operated successfully at 
Brookhaven for. more than a decade. A favorable local 
attitude and the availability of skilled labor were among 
the factors influencing their locating in Mississippi. 


For further information write 


THE MIDDLE SOUTH 


Area Office, 211 INTERNATIONAL TRADE MART, New Orleans, Louisiana of 


any of these business managed, tax paying electric and gas service companies: 


ARKANSAS POWER & LIGHT COMPANY MISSISSIPP! POWER & LIGHT COMPANY 


Pine Bluff, Ark. Jackson 113, Miss. 
LOUISIANA POWER & LIGHT COMPANY NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans 14, La. New Orleans 9, La. 


The growing purchasing power of THE 
MIDDLE SOUTH —where effective buying 
income has increased 231% from 1937 to 1947 
(a 46% greater gain than the U. S. average)* 
—is helping to draw new industry into this 
area of opportunity. 


Sound industrial development — together 
with improved agricultural methods—is giving 
THE MIDDLE SOUTH more money with 
which to buy manufactured products. In ad- 
dition, THE MIDDLE SOUTH offers access 
to other domestic and foreign markets. 


Expanding markets are only a part of the 
combination of advantages which identify 
THE MIDDLE SOUTH—Arkansas, Louisi- 
ana and Mississippi—as an area of economic 
unity. Other attractions for industry are in- 
terconnected transport facilities, ample natural 
gas and oil, abundant raw resources from 
farms, forests, mines and foreign countries, 
dependable labor, electric power, a favorably 
mild climate, space without crowding, and a 
cooperative public attitude. 


This combination of advantages has given 
industrial leaders confidence in the future of 
THE MIDDLE SOUTH. They are backing 
up that confidence with investments. Like 
the industries shown here, your plant could 
be among many growing in THE MIDDLE 
SOUTH. The public utility companies listed 
below will be glad to point out to you the 
area’s opportunities. 


*Information Source: Sales Management 
‘Survey of Buying Power'’ 1939-1947 


Middle South 
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HOW BRITAIN’S TAX RISE WORKS 


Reported from LONDON and WASHINGTON 


Higher taxes take another bite 
of profits in Britain. Up to 61 per 
cent of earnings go to Govern- 
ment under new Cripps ruie. 

British businessmen, urged to 
export more, find they can keep 
less and less of what they make. 
Taxes take more than 40 per cent 
of the national income. 

Rate increase now ordered is 
to discourage dividends, act as 
a break on inflation. 


British businessmen who thought 
devaluation of the pound would mean 
bigger profits are having to refigure. 
Some of them may earn more money 
by stepping up sales abroad, but the 
Government serves notice now that at 
least part of those extra profits will be 
taxed away. 

Hereafter, under a change in tax laws 
proposed by Sir Stafford Cripps, Chan- 
cellor of the Exchequer, the profits 


against under the revised tax rates, sure 
to be approved by Parliament. 

The Jones Co., say, earns the equiva- 
lent of $100,000 in taxable income. The 
board of directors decides to pay its taxes 
and then distribute to stockholders all the 
money that is left out of earnings. Here 
is how the tax is figured: 

The amount allotted for distribution to 
stockholders is $100,000. Against that, the 
30 per cent profits tax on distributed earn- 
ings is applied. The remaining $70,000 is 
subject to the regular 45 per cent income 
cax, Which comes to $31,500. Total tax on 
the $100,000, thus, is $61,500, leaving 
$38,500 after taxes. This is the amount 
stockholders actually get in cash. 

The Smith Co., on the other hand, 
decides to retain the whole amount of its 
year’s earnings of $100,000. Here the 
profits tax is only 10 per cent. The amount 
left after that tax is $90,000, which is 
taxed at the regular rate of 45 per cent, 
or $40,500. The two taxes together take 
$50,500, which leaves the company an 
after-tax profit of $49,500. 

The Brown Co. makes what is perhaps 
a more typical decision on how to dispose 
of its profits. Out of $100,000 of taxable 


earnings, it allots 60 per cent to dividends 
and 40 per cent to company reserves. 

On the $40,000 to be retained, the 
profits tax is 10 per cent, or $4,000. This 
leaves $36,000. The income tax on that, 
at 45 per cent, is $16,200, which means 
the company actually has $19,800 left 
for its reserves. 

On the $60,000 earmarked for stock- 
holders, the profits tax is 30 per cent, or 
$18,000. The remainder is $42,000. The 
45 per cent income tax on that amount is 
$18,900, which leaves $23,100 for the 
stockholders. 

This company pays a total tax of $57,- 
100, and has $42,900 left for its own re- 
serves and dividends. 

Here, then, are three British companies, 
all with taxable incomes of $100,000, 
whose taxes range from $50,500 to $61,- 
500. The reverse of that system, one that 
would favor dividends rather than re- 
tained profits, is favored by some Ameri- 
can Congressmen. 

A U.S. firm with $100,000 of taxable 
income would pay a tax of $38,000. The 
Treasury has authority to levy a penalty 
tax, under Section 102 of the Internal 
Revenue Code, against companies found 

to be withholding excessive portions 





tax on the portion of earnings that 
British corporations pay stockhold- 
ers will be 30 per cent. The rate 
has been 25 per cent. That means 
an increase of one fifth. The tax on 
distributed earnings is in addition 
to the 10 per cent tax on retained 
profits and the regular 45 per cent 
income tax on corporate earnings. 

Add it all up, and the tax on Brit- 
ish corporations ranges from 50 to 
61 per cent, depending on how 
much of the profit is paid out to 
stockholders. The more the stock- 
holder gets, the higher the corpora- 
tion’s tax rate. 

In the U. S., the corporate tax be- 
gins at 21 per cent and rises to 38 
per cent on corporations that earn 
more than $50,000 a year. 

The British system is aimed 
deliberately at discouraging divi- 
dends, on the ground that cash pay- 
ments to stockholders feed inflation. 
The U.S. system, by contrast, puts 
pressure on corporations to pay 
dividends. An American firm that 
retains an “unreasonable” portion of 
earnings is subject to a penalty tax. 








of their earnings. Conceivably, a 
firm with a taxable profit of $100,- 
000, all of it plowed back into 
the business, could be required to 
pay a $17,000 penalty tax. That 
would be in addition to the regular 
income tax. This penalty provision, 
however, has rarely been used. 

Stockholders in Britain get one 
important break, even though a 
sizable chunk of their portion of 
corporate profits is taxed away be- 
fore they see it. On their personal 
taxes, they are given credit for the 
45 per cent regular income tax al- 
ready paid by the corporation. 

In that respect, the British stock- 
holder enjoys an advantage over the 
American stockholder. Under U. S. 
law, the stockholder pays the full 
personal tax rate on his dividends, 
even though the corporation already 
has paid a 38 per cent tax on its 
earnings. This has led to widespread 
complaints that dividend income 
actually is taxed twice. 

The British system works this 
way: Say the corporation declares 
a $1 dividend to a stockholder. The 








Examples will show clearly 
what a British business is up 
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~—Smith in NEA Service, Inc. 


‘A SHOT IN THE ARM, BUT— —‘ 


45 per cent regular income tax on 
that dividend is paid by the cor- 
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stands between your financial resources 


and accidental bodily injury 


WHY? Because this man—your local U.S.F.& G. Agent— HOW DO YOU REACH THIS MAN? He is as near as your tele- 
offers you the Schedule Accident Policy which allows phone. Call your local U.S.F.& G. Agent and ask about 


this flexible package of insurance protection. He'll know 


you to select the coverages best suited to your individual 
what to do about solving your personal insurance prob- 


needs’. . . and in the amounts you desire. 
a 

WHAT DOES HE OFFER? As many of these benefits as you Jems. Consult him today! 

want: medical, surgical, nursing and other expenses paid; FOR U.S.F.&G. SERVICE: Ca// Western Union by number and 

fixed sums for loss of life, limb and sight, for fractures ask for Operator 25, who has name and address of your nearest 

and dislocations; compensation for time lost when injured. U.S.F.0* G. Agent. 














United States Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corporation, Baltimore 3, Md. 






Fidelity Insurance Company of Canada, Toronto 










CONSULT YOUR INSURANCE AGENT OR BROKER 
4S YOU WOULD YOUR DOCTOR OR LAWYER 

























10 FUROPE! 


SAVE UP TO 29% 
ON ROUND-TRIPS 


Why delay your European trip? Take advantage of 
SAS’ reduced Fall and Winter fares—up to 
29% off on round-trips, good for 60 days. 


Cruise smoothly above the weather in the only DC-6 
planes—most frequent to Scotland (124% hours) and 
Scandinavia (16 hours). Spend more time in Europe, 
less time in travel. Pay nothing for delicious 

meals, smérgasbord and refreshments served aloft 
with true Scandinavian courtesy and efficiency. 


See Your Travel Agent 






CANDINAVIAN 


AIRLINES SYSTEM 


New York * Chicago * Minneapolis 
Seattle * Los Angeles 
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today, more than ever, 
“must” news. 


Management Staff, the 
the Engi- 
neering Department, and the 
officials responsible for sales, 
and transporta- 
tion—these men and _ their 
assistants naturally are cover- 
readers of U.S. 
News & World Report be- 
cause they must keep in- 
formed on national and 
international trends—which 
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‘New Industry Speaks’ 
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free—but write on your busi- 
ness letterhead. 


Dept. U, San Jose Chamber of Commerce 


San Jose, California 
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Advertising in this magazine 
gains prestige and importance 
when appearing next to this 
important “must” news. 
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poration, so that the stockholder actually 
gets only 55 cents in cash. On his per- 
sonal tax return, however, the stock- 
holder reports the full $1 as income, for 
surtax purposes, and adds that amount to 
his income from other sources. Then, from 
his total tax, he subtracts the 45 cents al- 
ready paid for him by..the corporation. 
Thus, the stockholder stays in his 
proper tax bracket. If his bracket is 
above 45 per cent, he must pay the dif- 
ference. If his bracket is below 45 per 
cent, he is entitled to a refund for any 
overpayment of tax on his dividend. 
This system, which avoids double 
taxation in part, is being studied by U. S. 
tax experts looking for ideas. The issue 
of double taxation is likely to arise in 





—Harris & Ewing 
SIR STAFFORD CRIPPS 
“‘rough justice’ 


Congress next year. Much will be heard 
of the British method at that time. 

Actually, as British taxes work out, 
this system of dealing with dividends 
provides small comfort to businessmen 
and stockholders. The corporate tax hits 
so hard that most of the profit is gone 
before the stockholder gets a crack at it. 
Then, too, the individual’s tax in Britain 
still dwarfs anything ever seen in U.S., 
even during the war. 

Personal tax burdens in Britain and 
U.S. can be compared most readily by 
giving examples. 

At $2,000 of net income, a married 
Englishman pays $234. An American at 
that income level pays $133. 

At $5,000, an Englishman pays 
$1,296, an American $631. 

At $10,000, the British tax is $3,476, 
the American tax $1,621. 

At $25,000, a married Englishman 
pays $13,501. An American pays $5,877. 

At $100,000, the British tax is $82,- 
126, the American tax $46,403. 
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Tax increase just ordered by Sir 
Stafford is relatively small, and affects 
only the distributed portion of corporate 
earnings. But it comes on top of a tax 
load that already was taking more than 
40 per cent of the British national in- 
come. That explains why it has raised 
a storm of protest from businessmen. 

They assert that the Government is 
robbing the country of the incentive to 
do what is essential to recovery—increase 
production and step up sales to U.S. 

They argue that higher business taxes 
add just that much more to business 
costs, at a time when the Government 
itself is pressing for lower prices. 

Furthermore, businessmen complain 
that relatively few—largely companies 
engaged in producing or selling for ex- 
port—stand to get any higher profits by 
reason of devaluation of the pound. Yet 
the tax increase applies all around. 

Sir Stafford himself called the new 
tax “rough justice,” but he insisted it was 
essential to the Government’s effort to 
control inflation. 

He said some companies had failed 
to abide by a general agreement to limit 
dividends, and he warned industry that 
there would be direct Government con- 
trols if necessary to keep dividends in 
check. 

This is the business atmosphere as Brit- 
ain knuckles down to the job of earning 
her own way with a devalued pound. 
British businessmen are wondering 
whether Sir Stafford has any other “rough 
justice” up his sleeve. 


LOANS TO BUSINESS 
TURN UP AGAIN 


Businessmen are back in the market 
for loans. This reverses a downtrend in 
bank loans that was apparent through- 
out the first half of this year. 

Bankers in larger cities have reported 
increases in business loans in eight of 
the last nine weeks. Principal reason is 
that business firms are laying in inven- 
tories once more, after letting their 
stocks run low last spring and summer. 

The Government’s Reconstruction Fi- 
nance Corp., headed by Harley Hise, 
discloses that its loans to business have 
reached an all-time high, and applica- 
tions still are being received in increas- 
ing numbers. RFC loans, as a rule, are 
long term, five to seven years. Banks 
have been shying away from such loans 
in recent months. 
> Bank loans to business, as reported by 
Federal Reserve member banks in 94 
leading cities, now stands at 13.3 billion 
dollars. That is 400 million dollars above 
last July, but still 1.9 billion dollars be- 
low a year ago. 

At this period of 1948, bank loans were 
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Ne doubt that’s the on/y kind of 
ae “jack” these thugs will end up 
with — when a Cyclone Chain Link 
Fence stands between them and booty. 

To plant management, Cyclone 
Fence has long been synonymous with 
the best protection for property and 
equipment. But there’s more to the 
Cyclone story! Executives also like 
the complete “entrance and exit con- 
trol” that forces everybody to come 
and go at designated places. And the 
way a Cyclone Fence stays taut and 
true, even under difficult conditions 
of climate and terrain. 

Send for our free book, “Your 
Fence.” Then, if you want help on a 


Fence. 









C---- 


Cyclone Fence, Waukegan, IIl., Dept. E-109 
Please mail me, without obligation, a copy of “Your 


Interested in fencing: () Industrial; (1) School; ( Playground; () Resi- 
CGR: MOURNE 6 he ccc ude cet ncecacdkeGewe delete haccees feet. 


particular fence project, ask for assis- 
tance from our sales engineers. And 
remember: No job ts too large—no job 
is too small for Cyclone. 


* SEND FOR FREE BOOK - 


You'll find our big, 32-page fence catalog 
a valuable reference book. It’s full of pic- 
tures, facts, specifications. Shows 14 types 
of fence. Describes gates and other prop- 
erty safeguards. Before you choose any 
fence for your property, get the facts about 
Cyclone. 


CYCLONE FENCE DIVISION 


(American Steel & Wire Company) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 
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AYS SPECIFY 


— BALLASTS 


All fluorescent lamps need a device called a ballast. 
Without a ballast, fluorescent tubes won’t operate. Usually the 
ballast is out-of-sight, inside or above the fluorescent fixture. 


The amount of light you get ... the length of time the tubes 
will last... the efficiency of your lighting ... all depend on 
the way the ballast operates. 

Wise buyers of fluorescent lighting insist on CERTIFIED 
BALLASTS in their equipment. They know CERTIFIED 
BALLASTS are built to exacting specifications that assure 
best possible tube operation. 

Further, CERTIFIED BALLASTS are tested, checked and 
then certified that they meet these specifications by Electrical 
Testing Laboratories, Inc., an independent authority. 


To get utmost satisfaction from your new fluorescent lighting 
.. say, “Put Certified Ballasts in the specifications!” 
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CERTIFIED 


— FATIFIED BALLAST 
MANUFACTURERS 


Makers of Certified Ballasts for 
Fluorescent Lighting 


fF) 2116 KEITH BLDG., CLEVELAND 15, OHIO 





SPEC. NO. 6 
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rising so fast that new Government con. 
trols were imposed to hold them down, 
Between late July and late Septembe; 
last year, business loans by banks jumped 
750 million dollars. That was 80 pe 
cent higher than the increase in the same 
period of 1949. 

RFC loans to business on August |] 
totaled 400 million dollars. A year ear. 
lier, they had amounted to less than 300 
million dollars. 

Trend in applications to RFC is sharp- 






















. ly upward. In July, 1948, the agency re. 


ceived 549 applications for business 
loans. In July, 1949, it got 943. 

The record indicates that demand for 
business credit is rising rather sharply, 
Banks, however, appear to be a little 
choosier than they were a year ago. That 





~—Harris & Ewing 
RFC‘S HARLEY HISE 
. a sharp rise in demand for credit 


would explain the rise in RFC loans and 
applications. RFC lends only in cases 
where suitable credit is not available 
from private sources. 





> Economy forces in Congress, having 
failed to sell the idea of major spending 
cuts for this fiscal year, are getting to 
work now in the year starting next July. 

Economizers got the Senate to approve 
a proposal that would require President 
Truman to submit a balanced budget 
next January for the coming fiscal year. 
That would be in addition to the regular 
budget, which is almost sure to be out 
of balance. Idea is to compel Mr. Tru- 
man to look for possible economies. That 
might help Congress to cut his regular 
budget. Hitch is that Mr. Truman’s bal- 
anced budget might exclude items that 
Congress would want to retain in an 
election year. The proposal still lacks 
House approval. 
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Trend of American Business 
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‘ptember 24th and N Streets, N.W. 
} jumped Washington, D. C. 

80 per 

the same 

ugust ] Currency devaluation isn't likely to have much direct effect on the U.S. 

ear ear- Foreign trade actually plays a small part in U.S. activity. Exports are 
han 300 only 6.3 per cent of total U.S. output. Imports account for 3.8 per cent. 

s sharp. Shift in trade in either direction would have only a mild domestic impact. 
ency re. Domestic market in the U.S. so far overshadows markets abroad as to make 





business currency devaluation relatively unimportant to this country. Importance of 
devaluation lies abroad. Other countries depend much more on world markets. 

land for 

sharply, 

a little 

50. That 







To take a closer look at what devaluation may mean to U.S. activity..... 

Exports now are supported by U.S. Government aid. In first half of 1949, 
this aid accounted for about 40 per cent of all exports. There is to be little 
change in this. Lower currency values will have no effect on aid shipments. 

At the worst, the decline in exports because of increased competition from 
abroad would not produce a drop of more than 1 per cent in total U.S. output. 

Imports have even less over-all importance. They could jump by a fourth or 
more and represent only 1 per cent of U.S. output. No such jump is likely. 

Room for currency devaluation to have an effect on total U.S. activity, 
therefore, is 1 per cent or so either way. That's a very, very narrow margin. 

This does not mean, however, that some individual industries will not be 
rather seriously affected. Indirect effects also may be important. Lower value 
on other currencies means lower prices on some world goods. That probably will 
exert some downward pressure on commodity prices inside the United States. 








When it comes to gauging the export effect on particular industries..... 
Dairy-products industry may lose markets for condensed and dried milk. 
More than half of dried milk is being exported, a fourth of condensed milk. 
Lard exports are due to fall. They amounted to 16 per cent of production. 
Tobacco from U.S. is due to find fewer buyers. Last year, tobacco exports 
_— amounted to 22.5 per cent of domestic output. Percentage is to be smaller. 
Coal exports to Europe have been in a decline for some time. Devaluation 
is not expected to speed this trend. U.S. coal always has been expensive. 
ns and Textile industry probably will lose some markets, especially cotton goods. 
case Cotton-goods exports, however, have been largely a postwar phenomenon. They 
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vial were expected to shrink with recovery abroad. Marshall Plan will be a cushion. 
Petroleum industry exports about a fourth of its lubricating oil, but only 

a minor part of gasoline and fuel oil. Devaluation will have little effect. 

raving Automobile exports have been dropping for more than a year. Devaluation 

—_ will help the trend along, but only about 5 per cent of output is exported. 

July. Rubber-industry exports follow the trend in automobile sales abroad. 

yprove In few industries does the export volume amount to as much as 10 per cent of 

— total output. And in no industry are exports expected to disappear. 

ud get 

sek Price competition can be expected in world markets for U.S. machinery and 

e out metal products. But U.S. still is a major source of world Supply for these 

Tru- goods. Chances are other countries still will spend dollars for these items. 

That 

gular When it comes to considering the probable trends in imports..... 

oe Liquor industry may get more competition from still wines, but not much 

in an 

lacks (over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 





else. Domestic market already imports about as much liquor as can be shipped. 
Cheese imports may rise, but they amount to only 2 per cent of U.S. output. 
Paper imports are not likely to be affected at all. Canada, the source of 
most paper, is not cutting prices. Competitors are not likely to cut by much. 
Textile imports very probably will rise, but most of that will be quality 
stuff in cotton, linen and wool. They form a small part of total U.S. output. 
As a matter of fact, most trade analysts would welcome a rather sharp rise 
in U.S. imports. That's seen as the only long-range solution of the world trade 
problem. But devaluation is not expected to produce that increase. 











Currency devaluation to date has had a very small effect on prices. Wool 
dropped, but then recovered. Burlap fell moderately. Cocoa slipped a bit, but 
coffee advanced. Flaxseed held. Hides declined slightly. Rubber went down 1.7 
cents a pound and tin dropped 8 cents a pound. Sugar rose in price. Lead had a 
small price drop, but copper and zine prices remained firm. 

These are all commodities that respond quickly to market-place changes. 

The price effect to date has been far less than the drop in currency values. 


The pickup in U.S. business activity since July is still going on. The Na- 
tional Association of Purchasing Agents notes these important trends: 

Production schedules are higher for half of business firms surveyed. 

New orders by purchasing agents are continuing the August advance. About 
45 per cent of firms have more orders, 39 per cent have the same backlog. 

Prices have firmed up. There's been no significant decline for two months. 

Turnover of goods is improving. Employment is up, but production is up 
more than employment. That's taken as a sign of increasing productivity. 

Purchasing agents keep a careful watch on production, price and order 
trends. Their decisions have an important effect on general business volume. 











Inventory buying is found by purchasing agents to be still cautious. 

Inventories are not being increased much faster than orders come in. 

Advance commitments for 86 per cent of firms is no more than 60 days. A 
trend is noted, however, to extend commitments closer to 60 days than to the 30 
days that prevailed a few months ago. That's viewed as improved confidence. 

To producers, inventory. buying is viewed as unwisely cautious. .They hold 
that many merchants are going to be caught short of goods when autumn and winter 
buying hits its stride. Producers warn that this policy will result ina loss 
of sales. Neither producers nor distributors, however, appear eager to build up 
stocks. Each expects the other to have supplies if consumer buying spurts. 











Construction industry expects as good a year in 1950 as in 1949. 

Building activity, if that estimate holds, will continue at high levels. 

Public construction is scheduled to increase in volume next year. States 
and cities are going in heavily for new schools, new hospitals, better roads. 

Private building may decline a bit. Builders are inclined to believe that 
the recent sharp upturn in private residential building is too good to last. 

Public-housing activity, however, is rising. Cities are filing more and 
more applications with the Federal Housing Administration for these projects. 

Building costs are expected to drop moderately in the year ahead. 

Builders and building-materials suppliers still believe, however, that they 
will still be engaged in filling urgent needs next year. When costs and plans 
settle down, they expect several years of building to meet future needs. 

















Farm-land values show signs of leveling off. Department of Agriculture 
notes that land prices now are about 1 per cent below a year ago and have been 
declining for a period of several months. That may mean the end of the land boom. 

Biggest drop in land values is in the Southeast. Smallest drop is in the 
Far West and in Illinois, Iowa, Minnesota, New York, New Jersey, Maryland. 
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When Marco Polo visited the fabulous Asiatic empire of 
the Great Khan in the 13th century, he found that no fewer 
than 200,000 superior horses were distributed at posts 
throughout the realm, in groups of about 400 at each yamb, 
or post-house . . . in order that all messengers going and 
coming upon the business of the Great Khan, and all am- 
bassadors would have relays. Leaving their jaded horses, 
they were supplied with fresh ones. Of the 400 horses at 
each yamb, half were on pasture, and in turn, took their duty 
and relieved others. 


Of course, the modern railroad dwarfs the Kublai 
Khan's ‘‘pony express.’ Yet on the Norfolk and Western 
Railway, in the reliability and availability of motive power, 
there exists a recognizable parallel. The N. & W. 
designs and builds its own powerful, modern, coal- 
burning steam locomotives, and assures reliability for 
the specific job they must perform. Their availability 
is assured by the most rigid inspection and maintenance. 
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The ‘Pony Express’ of Kublai | Khan... 








With 530 locomotives — less than half the number 
it operated 27 years ago — the Norfolk and Western is 
handling more than twice the volume of freight 
business (measured in ton miles). The railroad 
is proud of this record, which speaks for itself. For 
example, in 1948, the railroad handled more ton-miles 
of freight per train hour than any American railroad one 
thousand miles or more in length. This is convincing 
evidence of Norfolk and Western motive power’s capacity for 
service — the result of N. & W. policy of building the best 
locomotives it can for the job, and maintaining them in top- 
notch condition. 

This motive power — reliable and available —is one 
of the indispensable factors of Norfolk and Western 
Precision ‘Transportation the efficient and de- 
pendable rail service which shippers and travelers can 
rely upon. 


In the N. & W.’s Roanoke, Va., Shops 19 new locomotives 
have been built in the past 18 months. 16 others are now 
being built and on order. When they are completed, the 
Norfolk and Western will have spent $8,650,000 on new and 
improved motive power since the end of the last war. 
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Business activity, after a sharp spurt 
in August, has risen further during 
September and is holding near its 
high point for the recovery. 

The steel industry, threatened with 
a strike, scheduled its operations 
at a rate of 84.6 per cent of capacity 
in the week ended September 30, 
down from 86.2 the previous week. 
That compares with an average 
rate of 71 in July and 82 in August. 

Steel demand has been lifted mainly 
by the rise in activity in the auto, 
construction and household-appli- 
ance industries. 

Auto output averaged 25,517 cars 
daily in the week ended September 
24, against 24,133 in August, when 
output set a monthly record. 

Textile industries hired still more 
workers in September, following a 
15 per cent rise in activity during 
August. Firmness in prices of cot- 
ton print cloth and heavy orders 
for woolen textiles were good signs. 

Paperboard production, a measure of 
manufacturers’ demand for con- 
tainers for shipping consumer goods, 
is 5 per cent above a year ago. 

New claims for unemployment com- 
pensation have continued to de- 
cline during September. A year ago, 
claims rose during the same month. 

Contract awards for new construc- 
tion rose sharply in early September 
and were running well above a year 
ago. That reflects a burst of activity 
in residential building. 

Department-store sales for the pe- 
riod September 1 to 24 jumped to 
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290 on the indicator below from 282 
in August and a low of 279 in July. 
In the week ended September 24, 
however, sales slipped to 284. 
Trade purchases on a large scale in 
August started the recovery. 
Wholesalers increased their August 
sales 12 per cent over July, lifting 
them to a level 8 per cent below a 
year ago, against 13 per cent below 
in July. Retailers bought heavily to 
meet bigger customer demands. 
Manufacturers’ sales, shown in the 
top chart, increased to a rate of 17.2 
billion dollars per year in August. 
That was 7 per cent above July and 
half way back to last year’s peak. 








ACTIVITY 


Business inventories were drained 
as sales rose. Manufacturers’ stocks 
fell 550 million dollars. Whole- 
salers’ inventories fell 2 per cent. 

The August recovery in factory out- 
put, measured by Federal Reserve 
Board indexes, is shown below: 


Per Cent Change From 


July,’49 Nov.’48 

Factory output +5% —12% 
Durable +5 —15 
Iron & steel] +14 —20 
Machinery 0 —22 
Auto 0 +10 
Nonferrous metals +11 —24 
Lumber & products +11 —12 
Stone, clay, glass +2 —7 
Nondurable +6 —8 
Textiles +15 —15 
Leather & products +17 +9 
Manufactured food 0 +3 
Tobacco products +22 +5 
Paper & products +21 —7 
Printing & pub. +3 +1 
Petrol. & coal prods. +2 —12 
Chemical products 0 —12 
Rubber products +3 —ll1 


Prices fell to 152.4 per cent of 1926 
on the Bureau of Labor Statistics 
wholesale index for the week ended 
September 27, lowest in a month. 
A seasonal drop in meat prices, 
however, was the chief cause. 

Revival of business spending for in- 
ventory has removed the chief 
cause of the recession. Growing 
confidence of business and consum- 
ers is assuring a continued high 
rate of business activity. 
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GULF I-C OIL 


provides outstanding protection for back-up roll bearings 


in Metal Rolling Mills 
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One of the many ways that industry makes multiple 
savings with 


Modern metal rolling mills in the U. S. are usually 
equipped with oil-lubricated back-up roll bearings, 
selected for their high load-carrying capacities, rugged 
construction, and smooth operation at all speeds. 

The bearing circulating systems of many of these 
mills are filled with Gulf I-C Oil, noted for its stability 
and excellent water-separating characteristics. A typi- 
cal example of its wide acceptance—Gulf I-C Oil was 
selected for the new reversing hot strip mill at Crucible 
Steel Company’s Midland Works, one of the most re- 
cent installations to be put in operation in the industry. 

Gulf I-C Oil is fully approved by the manufacturers 
of oil-type back-up roll bearings and by scores of the 





@ 


country’s leading mills. With this quality product, 
bearings get full protection at any operating speed and 
maintenance costs are low. 

Gulf I-C Oil is one of more than 400 Gulf quality oils 
and greases that are helping industry maintain produc- 
tion and reduce costs. Make sure you are getting the 
advantages of all recent developments in petroleum 
science. Call in a Gulf Lubrication Engineer today. 
Write, wire, or phone your nearest Gulf office. 


Gulf Oil Corporation - Gulf Refining Company 


Division Sales Offices: 


Boston * New York °« Philadelphia - Pittsburgh * Atlanta 
New Orleans * Houston °* Louisville * Toledo 


Helps make machines 
produce more at lower cost 














[t pays to 
do business 


in New York 
State! 


The value of exports and im- 
ports shipped by vessels through 
the ports of New York State 
equals the total dollar value of 
water-borne shipments handled 
by all other ports in the country! 
For other facts, write: New York 
State Dept. of Commerce, Room 
224, 112 State St., Albany 7, N. Y. 











CHANGES OF ADDRESS 


Notice of change of address should be sent not less than 
two weeks prior to the date change becomes effective. 
Send the address at which copies are now being received 
und the new address at which you wish to receive copies. 


U.S. News & World Report 
Circulation Department 
435 Parker Ave., Dayton 1, Ohio 





HOW TO GIVE 


QUICK REST 


TO TIRED EYES 


1. Put two drops of NW rae 
soothing Murine in / \ $i “xt 
each eye. In seconds, » » 

your tired eyes feel fresh, |S S 
rested, wide-awake. N 
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2. Murine’s 7 ingredi- 
ents cleanse your eyes 
quickly, yet as gently 
as a tear. Murine helps 
your eyes feel fine. 


MURINE 








FOR YOUR EYES 
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Reg. U.S. Pat. Off. 


What you as a businessman CAN and CANNOT do 








as a result of federal court 


YOU CAN, as a manufacturer of 

tires and tubes, use less synthetic 
rubber in the future. The Department of 
Commerce announces that legal require- 
ments on consumption of synthetic are 
being relaxed. As a result, the rubber- 
manufacturing industry may use an ad- 
ditional 50,000 long tons of natural 
rubber in 1950. 


* * * 


YOU CANNOT expect to be allowed 
an income tax deduction for your 
payments into a pension fund estab- 
lished by your employes if their right to 
your contribution can be forfeited. The 
U.S. Tax Court rules that one employ- 
er’s payments into a fund of this kind 
may not be deducted as business ex- 
penses, since the arrangement does not 
meet the requirement of the Internal 
Revenue Code on pension trusts. 


* .. @ 


YOU CANNOT question your em- 
ployes about any phase of their union 
activities without running the risk of 
violating the Taft-Hartley Act. The Na- 
tional Labor Relations Board finds that 
an employer engaged in an unfair labor 
practice by such questioning of his em- 
ployes. For the first time since this Act 
was passed, the Board offers a full state- 
ment of its policy against such tactics by 
employers. Its position is the same as 
was taken under the old Wagner Act. 


* * * 


YOU CAN, as a small business- 

man, perhaps get a share of the 
business with European countries under 
the Marshall Plan. The Economic Co- 
operation Administration announces a 
five-point program for helping small 
business to get more ECA trade. A spe- 
cial branch on small business is being set 
up within the agency. 


* 2 


YOU CAN make suggestions to the 

Commissioner of Internal Revenue 
on his proposal to combine into one form 
the present two forms used by employ- 
ers to report on Social Security and in- 
come taxes withheld from employes. The 
combined form, already tried out in the 
Baltimore tax district, is being extended 
to the rest of the country in January. 
Written comments, in duplicate, will be 
considered up to October 22. 








and administrative decisions: 


YOU CANNOT, as majority stock- 
holder of a corporation, expect to 
take an income tax deduction for the 
company’s loss in a stock transaction, 
even though you promised to make good 
any loss resulting from the deal. The Tax 
Court turns down the claim of one tax- 
payer for such a deduction. The tax- 
payer loses his argument that the possi- 
bility of his getting profit, through larger 
dividends from the company, made the 
transaction one entered into for profit. 


* * * 


YOU CAN now apply for a license to 
export goods to Germany, Japan and 
South Korea without presenting original 
or photostatic copies of import permits 
from those countries. This change in its 
rules on export licenses is made by the 
Office of International Trade. OIT warns, 
however, that import regulations of the 
three countries should be observed. 


* * * 


YOU CAN, as operator of a hotel, 

probably expect to remain beyond 
the jurisdiction of NLRB, regardless of 
your hotel’s size or corporate connec- 
tions. The Board in a decision continues 
its long-time policy of not entering into 
a labor dispute in the hotel field. Two of 
the five members, however, strongly dis- 
agree with the decision. 


* 2 


YOU CANNOT always be sure that 
NLRB will not call for an election in 
your plant even though you have agreed 
to recognize a union as bargaining rep- 
resentative of your employes. The Board 
rules in one case that voluntary recogni- 
tion of a union must be followed by a 
signed contract to become a bar to an 
election sought by a rival union. 


* 2 


YOU CAN, as an exporter of ni- 

trogenous fertilizer, probably ship 
more of this product abroad. OIT raises 
by 30,000 tons the quota of the fertilizer 
that may be exported in the period end- 
ing June 30, 1950. 


* * * 


YOU CANNOT ship rice to Western 

Hemisphere countries (except Can- 
ada) unless your application for export 
license covers orders supported by letters 
of credit. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & \WorLp 
REporT, on written request, will refer interested readers to sources of this basic material. 
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WASHINGTON....LONDON....PARIS....BONN.... 





>> Taking stock after two weeks of devaluation, here's the picture: 

In the U.S., effects are not startling. Chief raw materials imported from 
the sterling area are off about 7 per cent in price since the pound's cut. 
British manufactures, on average, are down about 15 per cent in the U.S. market. 

American pocketbooks, generally, are not much affected by these price cuts. 
Most British manufactured goods are in the luxury class, still can't be bought 
by many. And slightly cheaper rubber, wool and cocoa don't mean much as far as 








retail prices on tires, suits or candy are concerned. 

American price tags on imports from other devaluing countries have shown 
few markdowns yet. In general, markdowns on imports are not causing a buying 
Stampede in the U.S. or too much worry to competing home industnies. 

In Western Europe, devaluations bring in their wake a renewed threat of 
inflation. Merry-go-round of wage-price-cost problems starts up again. 








>> Two weeks after devaluation, all is confusion in Britain.... 

British Government still seems to have no over-all plan for taking advan- 
tage of devaluation, for keeping home costs down and driving exports up. 

Prices of utility clothes and shoes are cut by Government edict. Bread and 
flour prices are increased. Price controls are taken off a number of household 
articles. Prices of meat from the chief Supplier, Argentina, are to go up. 

Later, prices of cotton goods and cigarettes will have to go up. But not 
now. Stocks of U.S. cotton and tobacco on hand are to cushion the shock. 

Higher costs for foods and raw materials imported from the dollar area 
eventually must reach the average Briton. Already, British manufacturers face 
increased costs for raw cotton, wool, nonferrous metals, rubber, shellac. 

British cost of living is to go up between 5 and 7 per cent, according to 
London betting. This won't happen right away, but it's in the cards since 
Government subsidies are not to be increased. 











>> Higher prices mean stronger pressure for higher wages in Britain..... 
Wage rates of 1,500,000 British workers, mainly in the steel, shoe and 
building industries, are hooked to the cost-of-living index at the present time. 
Other big unions--shipbuilders, railroad workers, machinists--are pressing 
for larger pay checks right now. Coal miners, as in the U.S., want pensions. 
Continued wage freeze is now decreed by Sir Stafford Cripps. 
Question is how long British workers will go along with a wage ceiling even 
for a Labor Government, as prices rise. Workers see only the grocery bill, not 
the need for keeping down costs of British exports. 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> British businessmen don't find things made easier for them either..... 

Big incentive to lift exports to the U.S. and Canada was supposed to come 
from devaluation, bringing with it bigger sales and profit possibilities. 

But bright prospects of British business are Shipped away as raw-material 
costs rise, labor's discontent mounts and taxes are increased. 

Of these, the tax increase is least expected, most resented. There was 
even a forlorn hope that corporate taxes might be reduced to boost exports. 

Instead, tax on dividends is raised 20 per cent. Government's idea is to 
keep down inflation and force reinvestment of profits in business. Also, 
Cripps, by this move, threw a sop to the unions. Labor has complained that only 














business and investors would profit from devaluation; workers would suffer. Of 

course, all businesses, whether they export or not, will be hit by the higher tax. 
So the British export drive starts off with both labor and business dis- 

gruntled. The Government has succeeded in rubbing a lot of fur the wrong way. 


>> In France, too, devaluation has increased the Government's troubles..... 
French labor is up in arms about rising prices, eSpecially for food. 
Drought has cut yields of wheat, potato, fodder crops. French imports of 
food will have to be expanded in coming months. 
Franc devaluation means most of such imports will cost more than before. 
Devaluation also does not increase the French farmer's confidence in the 
franc. If he thinks inflation is ahead, he may hoard again as he has before. 
City workers, thus, see nothing but higher prices ahead. 
Wage demands from both Communist and other unions are getting clamorous. 
French Government, like the British, realizes wages and inflation must be 
kept down. Otherwise, devaluation's possibilities in export markets are lost. 
But major strikes, such as tied up France last autumn, must be avoided. 
The Queuille regime's skill in compromise is heading for a crucial test. 























>> Meanwhile, in Italy too, labor troubles are flaring up again..... 
Italian workers on the farm, in mines and textile mills object to high 
food prices. AS a result, the Italian Government is to cut bread prices. 
Modest devaluation of lira puts some upward pressure on internal prices. 
As an offset, more imports of everyday things will be allowed from neighboring 








countries. Bigger supplies, it is hoped, may keep Italian prices in line. 


>> Devaluation of the West German mark is attracting attention..... 
German mark's cut, about 20 per cent, clips German exporters' wings some- 
what. Devaluation is not as large as most in Western Europe. 





Thus, prices of German toys, for example, can't be marked down in the 
American market as much as British or French toys, unless German costs and 
profits are kept down better than they are in Britain or France. 

The French, especially, opposed a big slash in the mark's value. France 
fears fast expansion of German production and exports. Politically, France 
fears a strong Germany. Britain and the U.S. remember Germany as a tough trade 
competitor before the war, but they want to cut their outlays to support Ger- 
many. Pickup in exports now should help Germany earn her own way. 

Mark devaluation means German exports to the U.S. can be stepped up in such 








lines as hardware, precision instruments, toys, dyes. American exporters can 
expect more competition from German textiles, electrical goods, machinery. 
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Who gets most of our 


customers dollar ? 





1. The owners? No. Last year, Union 
Oil’s stockholders got 10 million dollars 
in dividends from the company’s opera- 
tions. Divided among 36,120 preferred 
and common stockholders, this amount- 
ed to an average of $278 per owner. 





2. The employees? Guess again. Union 
Oil’s employees got 3414 million dollars 
in salaries, wages and benefits out of 
the money the company took in. Divided 
among our employees, this amounted 
to an average of $4,600 apiece. 





3. The tax collector? Right. Federal, 
State and other governmental agencies 
collected almost 47 million dollars from 
the money Union Oil Company took in 
during 1948 — 4 times as much as the 
owners got, 1/3 more than the em- 
ployees got. 























4, In the last analysis...that money was 
yours, not ours. For gasoline taxes 
alone added 25% to 40% to the price of 
Union Oil’s 76 gasoline—depending on 
the tax rate in the community where 
you bought it. Wiping out all the profits 
paid to Union Oil owners in dividends, 
on the other hand, would have lowered 
the price of our petroleum products 
only ¢ per gallon. 






UNION OIL 
COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA 
OCTOBER 17, 1890 


This series, sponsored by the people of 
Union Oil Company, is dedicated toa 
discussion of how and why American 


business functions. We hope you'll 


feel free to send in any suggestions or 


criticisms you have to offer. Write: The 
President, Union Oil Company, Union 


Oil Building, Los Angeles 14, Calif. 
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Whispers — 


Eisenhower Chances in ‘52 ...Democrats Confident 
Of Farm Vote . . . Europe’s Armies Need U.S. Troops? 


Joseph Stalin was glad to have Harry 
Truman announce that the Russians 
have made and exploded an atomic 
bomb. If Stalin himself had made the 
announcement, few outside Russia 
would have believed it, and the effect 
then would have been small. 


x * * 


Neither Mr. Truman for U.S. nor 
Marshal Stalin for Russia is making 
any overture to talk about “cold war” 
peace, now that the Russians are in a 
position to do some trading on the 
basis of the bomb. Russia’s next big 
moves are not expected until she has 
a sizable stockpile of bombs. 


x 


Gen. Omar Bradley, Chairman of the 
U.S. Joint Chiefs of Staff, remains 
convinced that it is going to require a 
number of American divisions actual- 
ly on the ground in Europe to stiffen 
continental nations in their future re- 
sistance to Russia. 


ik of 


President Truman waited only three 
days after intelligence groups verified 
first news of the Russian atomic ex- 
plosion before announcing to the 
public the facts of that explosion. 
There had been no earlier evidence 
that Russia had the bomb. 


xk 


Top defense officials of U.S. were 
caught flat-footed by news that Rus- 
sia had exploded an atomic bomb. 
Those officials, despite their denials, 
were at least two years off in their cal- 
culations and were off more than that 
in their appraisal of when U.S. de- 
fense policies would need to be geared 
to a Russian stockpile of bombs. 


x kk 


Dean Acheson, Secretary of State, is 
advocating a policy of speaking more 
softly in future criticism of Russia, 
with military officials making fewer 
claims about how quickly they could 
blow up the Russians. Idea is that 
this country should talk less and 
carry a big stick, instead of talking a 
lot and not having too big a stick. 


60 


Rocket experiments by U.S. Navy 
and Air Force are lagging in the race 
with Russia. This country is putting 
its defense eggs in the big-bomber 
basket as Russia is going in strongly 
for rockets and guided missiles, main- 
taining an edge over the Americans. 


x s* 


Great Britain is pressing again to 
get from U.S. a modest stockpile of 
atomic bombs, available for quick use 
from British bases in event of future 
trouble. 


*oak& * 


Generals and admirals, popping to 
President Truman the question of 
larger appropriations for the armed 
services, now that Russia has an 
atomic bomb, are being told by the 
President that this country is spend- 
ing all that it can afford for military 
purposes. Some shifting of funds be- 
tween services may occur, however. 


xk *& 


Louis Johnson, Secretary of Defense, 
has sought to have all Navy person- 
nel connected with investigation of 
the B-36 bomber transferred out of 
Washington and to have all records 
of the Navy on the bomber turned 
over to him. 


xk & * 


Lieut. Gen. Walter Bedell Smith, for- 
mer U.S. Ambassador to Russia, is 
being talked up both in Washington 
and London as the man to speed the 
arming of Western Europe. This is 
in line with the idea that a military 
man with some diplomatic experience, 
rather than a diplomat without any 
military training, is needed to make 
the Atlantic Pact work. 


xk *& 


Dwight Eisenhower, wartime com- 
mander in Europe and now head of 


Columbia University, remains in front 


among Republican contenders for 
the 1952 presidential nomination due 
to his active campaigning. General 
Eisenhower is gathering powerful sup- 
port in the Republican Party on the 
theory that he would have the best 


chance of defeating Mr. Truman if 
the President tries for another term, 


x kk 


The White House is being told by its 
top economic advisers that 1950 igs 
to be a good business year, with the 
voting public likely to be in a fairly 
contented mood, bearing few grudges 
against the party in power. 


x x * 


Charles Brannan, Secretary of ASri- 
culture, is convinced that the farm 
vote in the Middle West is to be re- 
tained by the Democratic Party in 
1950 on the basis that farmers can 
expect to get more Government bene- 
fits from a Democratic than a Repub- 
lican Administration. 


x & * 


Orders are out from the White House 
to clear social-security legislation 
through the House of Representatives 
this year so that attention of the 
Ways and Means Committee can be 
centered on tax-policy revision in 
1950. Congress is getting set to give 
old people some bigger benefits before 
election time next year. 


xk *& 


Tax planners in Congress are study- 
ing ways to get more revenue from 
retained earnings of corporations in 
case it becomes necessary to increase 
taxes next year to assure a balanced 
budget. 


x ke * 


Philip Murray, CIO president, in his 
dealings with the steel industry was 
able to state with the backing of White 
House authority that Mr. Truman 
would not use a Taft-Hartley injunc- 
tion to stop a strike in steel. Mr. 
Murray is continuing to play close to 
the President. 


x * * 


Gen. Douglas MacArthur, Supreme 
Commander in Japan, is getting more 
official support for the idea of a sep- 
arate peace with Japan, to be ar- 
ranged without participation of Rus- 
sia or China. 
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From Washington... 
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| Every Hour on the Hour « 
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Over this great Steel Highway 





Departing hourly from Washington beginning 7 A.M., and from 
New York 6:30 A.M....a clean, comfortable, depend- 
able train is at your disposal for a safe, fast, relaxing ride 

over the Pennsylvania's great steel highway connecting 

the Nation’s Capital and its first metropolis. 


Led by the famous Congressional Limited, 
which covers the 226 miles of 


this smooth, easy journey in 215 minutes 

—about 3% hours—these 34 hourly express 

trains also serve Baltimore, Wilmington, Phila- 
delphia and Newark. 





Every modern development for comfort, reliability 
and SAFETY is at work in the Washington-New York service 
...all-steel air-conditioned cars, excellent dining car service, 


electric locomotives, automatic position-light wayside signals and 
signals in the locomotive cab. 
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PENNSYLVANIA RAILROAD’ 


Go By Train... Safety — With Speed and Comfort 
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